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CONDENSED STATEMENT OF CONDITION 
At the close of business, September 30, 1938 


ASSETS 
Cash on Hand, and in Fed- 
eral Reserve and Other 
Banks . .$115,121,307.57 
Exchanges, Collections and 
Other Cash Items 
United States Government 
Securities . . 141,069,269.48 
Reconstruction Finance 
Corporation Notes . . 
Other Bonds and Securities 
Loans, Discounts and 
Bankers’ Acceptances 
Interest Receivable, Ac- 
counts Receivable and 
Other Assets . 
Real Estate Bonds and 
Mortgages ‘ 
Customers’ Liability ‘for 
Acceptances and Letters 
of Credit ; : 
Liability of Others ‘on ‘Ac- 
ceptances, etc., Sold with 
Our Endorsement. 
Equities in Real Estate. 
Banking Premises—Equity 
and Leasehold 


42,151,881.89 


3,300,000.00 
16,813,634.91 


94,493,170.05 


4,804,108.88 
4,964,559.91 


6,093,946.73 
5,681,394.12 


812,426.52 


.__2,771,872.64 
$438, 077, 572.70 


LIABILITIES 


Deposits . $364,460,926.23 
Outstanding 
and Cer- 
tified 
Checks . 12,830,178.10 377,291,104.33 
Dividend woe October 


1, 1938 625,000.00 


Accounts Payable and Other 
Liabilities . 3,486,833.64 
Acceptances and Letters of 
Credit . 6,140,117.65 
Acceptances, etc., Sold with 
Our Endorsement. 5§,681,394.12 


Reserve for Contingencies .  4,414,271.02 
Capital 12,500,000.00 
Surplus 


Undivided 
Profits . 


25,000,000.00 


2,938,851.94 40,438,851.94 
$438, 07,5 572.70 


United States Government ilendats and other securities carried at $21,107,668.47 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 
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EDITORIAL COMMENT 
WHAT HAPPENED IN EUROPE 


ERMANY’S demands for portions 
of the territory of Czechoslovakia, 
accompanied by a promise of the 

employment of force if these demands 
were not met, have been conceded by 
Cechoslovakia, with the acquiescence of 
France and Great Britain. It is the 
common opinion that had not the Ger- 
man threat of force been submitted to, 
a general European war would have 
been the result. This disaster has there- 
fore been avoided, at least, for the 
present. There are many who believe 


that principles of right and justice were 
involved in this controversy, and that 
a surrender to threatened force should 
not have been made, even though war 


was the alternative. But the world un- 
doubtedly experienced a sense of relief 
when it was found that war had been 
avoided. 

Whether a lasting peace in Europe 
can be erected upon what many regard 
as a foundation of sand, is something 
to be revealed by subsequent history. 

Considerable astonishment has arisen 
over the yielding by France and Eng- 
land to Germany’s demands. It is 
hardly probable that had these two 
countries been adequately prepared for 
war a diplomatic victory over them 
would have been so easy. But, in ad- 
dition, the people of France and Great 
Britain were horrified at the thought 
of another general war, and this feel- 
ing was largely instrumental in causing 
a surrender with which many persons 
in those countries are by no means well 
pleased. 

Close observers of the European 
Scene cannot have failed to notice the 
fact that ever since the end of the 
World War the policy of Great Britain 
toward Germany has been conciliatory, 
while that of France has taken an op- 
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posite course. Now both these coun- 
tries seem on the verge of peaceful re- 
lations with Germany, and if this shall 
come about it will tend toward a more 
lasting peace in Europe. 

Looking over the world of today, it 
will be seen that some nations are more 
peacefully disposed than others. Ger- 
many’s attitude towards Czechoslovakia 
was clearly belligerent, for force was 
plainly threatened. And Italy, rather 
fresh from its conquest of Abysinnia, 
and with its adventure in Spain, can 
hardly be classed among the peace-lov- 
ing countries. Japan’s conflict with 
China aligns the Empire of the Rising 
Sun with those who believe in the em- 
ployment of force as a part of national 
policy. The so-called “great democra- 
cies” may be bent on peace, but until 
an equally pacific attitude is displayed 
by the three countries named, the hope 
of peace will rest upon an insubstantial 
foundation. 

Out of this situation two significant 
facts emerge. Twenty years after the 
end of the Great War, and the defeat 
of Germany, that country has become 
the dominating force in Europe. And 
since it appears that this position has 
been gained by Germany’s adequate 
preparation for war, and the purpose 
of making war to enforce its demands, 
and the unreadiness of Great Britain 
and France to challenge this threat of 
force, the lesson for the United States 
is that its defensive forces must be 
brought up to and kept at a standard 
where surrender to a like threat will 
never be made. 

Meanwhile, all men of good will 
should continuously search for the re- 
movable causes of war, and unremit- 
tingly labor for their elimination. 
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ORGANIZING THE UNORGANIZED 
HERE was held at Washington re- 


cently the Seventh International 
Management Congress, which seems to 
have dealt with nearly all forms of 
business management except that of 
banking. Notwithstanding this omis- 
sion, the voluminous proceedings (there 
were some 200 papers presented) con- 
tain some features of interest to bank- 
ers. A. W. Robertson, chairman of the 
Westinghouse Electric and Manufactur- 
ing Company, Pittsburgh, suggested a 
new form of organization, that of stock- 


holders. He said: 


Management might properly be taken to 
task for making too little money, not too 
much. Profits are so small, as a rule, that 
[ am surprised the stockholders do not 
form a union to demand a greater return. 
Perhaps they need only a John L. Lewis 
to arouse them. In any case, a lucrative 
reward awaits some enterprising person as 
president of The International Stockholders’ 
Protective Union. The I. S. P. U. might 
serve a useful purpose by presenting com- 
prehensive demands for a greater share of 
the income of business to offset the insist- 
ent demands of other groups. 


The possibilities of a union compris- 
ing all the stockholders of corporations 


are immense. As Mr. Robertson said, 
they could demand a greater share of 
the income, but in addition they could 
exercise a powerful influence on legis- 
lation and on the management of cor- 
porations in general. Whether such in- 
fluence would be beneficial or otherwise 
would depend upon the wisdom with 
which it might be exercised. 

The possibilities suggested by Mr. 
Robertson’s proposals do not stop here. 
There are still lots of people who are 
not stockholders. As a means of com- 
bating the activities of comparatively 
small organized groups, exercising an 
influence much greater than their 
numerical strength warrants, all those 
now outside unions of any kind could 
get together for their own protection. 
Whatever the results of the activities of 
such a general union might be, they 
would at least afford an opportunity of 
testing a contest between an organized 
public and a public now lacking such 
coherence. 
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DID CAPITAL LACK. FORESIGHT? 


"THAT it did, and is now suffering the 

consequence, was strongly stated in 
an address by William Allen White, 
editor of the Emporia (Kansas) Ga- 
zette. Mr. White was speaking at the 
International Management Congress, 
recently held at Washington. Perhaps, 
rather belatedly, the capitalist may 
benefit by reading what Mr. White had 
to say against the capitalists alleged 
lack of foresight. 


If a dozen or twenty years ago you, Mr. 
Capitalist, had used the social sense of the 
average man in the street, this problem of 
unemployment and old-age pensions would 
not be handing to your arch-enemies an or- 
ganized subsidized class conscious proletariat 
which can be voted to your destruction. 
By your sloth you created this particular 
head devil who is mocking you. He is your 
baby. You begot him two decades ago in 
the days of your youth when you were go- 
ing to handle your business in your own 
way and no man could come into your 
shop and tell you how to run it! What 
you got, when you silenced the voice of the 
American consuming public demanding jus- 
tice, was the CIO and the labor racketeers, 
and the sit-down strike encouraged by the 
smiling and distinguished gentleman who 
holds the ace card in the political game. 
His lightest word of opprobium for you 
enterprisers, large and small, in his quest 
for votes is “economic royalists.” And all 
capitalists, big and little, must listen and 
like it when he runs the gamut of invec- 
tive against your kind. There’s little you 
can do about it. Your friends were in 
power twenty years ago. And you chose 
to follow the counsel of reaction when the 
voices of the American people, if both party 
platforms mean anything, were calling for 
the establishment of genuine collective bar- 
gaining to give your country industrial 
peace with justice. 


“ 


It is only fair to Mr. White to say 
that he did not stop with his criticism 
of capitalists, but went on to point 
out what he considered as some of the 
mistakes of labor. 

Whether or not the capitalists were 
deficient in foresight is a matter THE 
BANKERS MaGazZINeE will not attempt to 
decide. If they really lacked vision, 
they can console themselves with the 
reflection, that in this respect many 
others were similarly deficient. Nor 
can one be as certain as Mr. While 
appears to be, that even had the capt 
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talist been fully equipped with the fac- 
ulty of peering into the future, and had 
acted accordingly, he would have es- 
caped many of the restrictions now im- 
posed upon him. As a matter of fact, 
many banks and other corporations had 
done all and more than government is 
now promising to do for employees and 
the old, but this did not satisfy the 
politicians, who wanted relief to come 
from government in order that the polli- 
tician could pose as the savior of the 
people from being devoured by the 
rapacities of capitalism. 

It is undoubtedly true that all capi- 
talists, including bankers—if they really 
belong in that class—are not endowed 
with superlative foresight and wisdom. 
But the advances they have made in 
appreciation of their public responsi- 
bilities in recent years warrant the con- 
clusion that, without compulsion, they 
would have achieved the reforms now 
forced on them by government, and in 
a manner much less subject to criti- 
cism than are the methods which gov- 
ernment is employing. 


© 


A PLEA FOR CO-OPERATION 


FROM the secluded region of Hyde 

Park on the Hudson there lately 
came, from an “official spokesman,” a 
strong plea for business codperation 
with the present Administration at 
Washington. This plea will be wel- 
comed by business if it can be taken as 
a sincere desire on the part of the Ad- 
ministration to do its fair share of the 
cooperating. The need for a spirit of 
get-together if real progress is to be 
made is so apparent that it does not 
require any emphasis. Some doubt re- 
mains as to the possibility of achieving 
this desirable end so long as present 
differences as to existing policy persist. 
Could it be clearly recognized by busi- 
ness and the Administration that both 
are engaged in a wise and sincere at- 
tempt to meet present conditions with 
the public welfare as the main object 
im view, the hope for codperation 
would be greatly improved. But, here- 
tofore at least, such agreement has been 
lacking. Charges and countercharges 
have been hurled from both sides. It 
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could be well wished that this hurling 
of verbal brickbats should stop. A 
more compelling wish would be, that 
the basis of this warfare, the distrust 
that prevails, could be removed. Where 
lies the major blame for the continu- 
ance of the conflict? Neither side is 
much disposed to accept responsibility. 
Yet, all the blame cannot be ascribed 
either to business or to the Administra- 
tion. Perhaps an approach to recon- 
ciliation could be had by a display of 
contrition from both quarters, leaving 
aside the question of chief responsibil- 
ity. This may call for a sacrifice of 
pride. But, as Prime Minister Cham- 
berlain has so recently shown, pride 
must on occasion give way to ex- 
pediency. 

It is hoped that the plea from Hyde 
Park represents a disposition on the 
part of the Administration to exercise 
forbearance, and that business may show 
a like mind. 

Fortunately, this appeal was not pri- 
marily addressed to bankers. They are 


now so completely regimented by laws 
and regulations, that, like Duncan in 
his grave, nothing can touch them 


further. 
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PLACE AUX DAMES 
MAKE way for the ladies! Why? 


Because they bid fair now, as many 
times before in human history, to drag 
the insect man out of the morass in 
which he has been so long floundering 
and set him on his way to prosperity 
and happiness. How are they to do 
this? Why, by making a stronger ap- 
peal to that admiration for feminine 
beauty that has lured mankind from 
the days of Adam to this year 1938. 
But to get down from the high stilts 
of rhetoric and resort to figures, here 
is the plain truth of the matter. 

According to the secretary of the 
American Cosmeticians’ Association, 
there are now in operation in the 
United States more than 70,000 “beauty 
parlors,” with annual payrolls amount- 
ing to more than $66,000,000, and 
representing an expenditure on the part 
of those who patronize them of some 


$180,000,000 a year, to which may be 
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added a probable expenditure of $10,- 
000,000 received as sales for cosmetics. 

Bankers, especially those of the eld- 
erly type, may sneer at these figures, 
but when they learn that the “beauty 
parlor” now ranks sixth in importance, 
as compared with steel and other great 
industries, they can at least see how im- 
portant these adjuncts to beauty are, if 
not from an aesthetic standpoint at least 
for their financial aspect. 

Economists have long been saying 
that, to bring about recovery, a new 
industry is needed. Well, here it is, 
springing up almost like Jonah’s gourd, 
and already ranking sixth in impor- 
tance among the great industries of the 
United States. Surely, prosperity is 


on its way, if not here already. 


© 


AMERICAN BANKERS CONVENTION 


S this issue of THE BANKERS Maca- 

ZINE reaches its readers, the Ameri- 
can Bankers Association is holding its 
annual convention in Houston, Texas. 
No doubt, the convention will give 
serious and adequate attention to the 
problems confronting the country’s 
banks at the present time. That these 
problems are perplexing is something 
readily recognized by all who are fa- 
miliar with recent developments. They 
do not relate to the safety of the banks, 
for that is not in question. They go 
much deeper, if possible, and relate to 
the future of banking in its entirety. It 
will be interesting to note how the 
bankers regard this situation. A com- 
prehensive survey of the proceedings of 
the Houston convention will appear in 
the December issue of THE BANKERS 
MAGAZINE. 
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BANKERS AND BRIDGES 


UT of the recent primary elections 
held in this country some amusing 
incidents have come. One of these arose 
in the State of Maryland, where an un- 
successful attempt at a political purge 


was made. As usual, the banker was 
blamed for the failure of the purge. 

It seems that a plan for building 
some bridges in that state had been 
pending for several years, and that 
about the time of the primary election 
orders came from Washington to get 
busy on these projects. But after the 
dispiriting results of the attempted 
purge, a coolness developed at Wash- 
ington in regard to these bridges which, 
before the primary, had been consid- 
ered of such urgency. The coolness, 
however, was ascribed to the unvwill- 
ingness of “the bankers” to aid in the 
bridge-building. Since the outcome of 
the primary, however, the bankers have 
announced their readiness to help in 
this work, the politics being left out 
of it. 
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SAVINGS ACCOUNTS AND “FREE” 
CHECKS 


BANKING institutions which carry 

savings accounts that are not sub- 
ject to check have quite a problem on 
their hands, the extent of which the 
public little realizes. They are called 
upon continually to write bank checks 
for depositors who wish to pay per- 
sonal bills that way instead of carrying 
a personal checking account. If it 
were a single check now and then, 
there would not be much of a problem, 
but when people ask for the courtesy 
of three, six, twelve and more checks 
the actual expense involved becomes 
quite a problem. Many banks have 
been forced, reluctantly, to make a 
charge for such checks. Others con- 
sider it part of their “community serv- 
ice” to oblige with a certain number 
of checks. Others are trying to deter- 
mine at what point public courtesy ends 
and imposition begins. It is, of course, 
a matter which each bank must deter- 
mine for itself, but we believe that it is 
wholly unreasonable for the public to 
expect or demand unlimited free service 
in this line. It costs money—deposi- 
tors’ money—to write bank checks.— 


The Banker and Tradesman. 
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Bridging the gap between capital 
and industry 


By BenJAMIN L. FIsHBACH 


HENEVER industry — required 

long-term funds for expansion it 

invariably raised such monies by 
security flotations. This took the form 
of stock or bond issues offered to the 
public through the medium of invest- 
ment banking houses. The chief buy- 
ers of these securities included individ- 
ual investors as well as commercial and 
savings banks and insurance companies. 
The latter, as a rule. confined their pur- 
chases to high grade bond issues while 
the former absorbed second-rated liens 
and stock issues. By second-rated liens, 
it is not necessarily implied that the 
securities were unsafe, but rather that 
the issuing company was of medium 
size and consequently could not enjoy 
the same rating given to their bigger 
brothers. By and large, the greatest 
number of offerings originated with 
medium-sized domestic companies and 
these companies absorbed, in the aggre- 
gate, a much greater amount of money 
for corporate purposes than did the in- 
dustrial units of herculean size: also 
the sum total of new security purchases 
by the average small investor exceeded 
the amount bought by institutional in- 
vestors. 

The bulk of the money raised in this 
manner was used to repair, improve or 
build additions to plants and to repair 
or purchase machinery. Some of it 
was used to enhance the working capi- 
tal position of the security issuer. This 
was usually necessary, because of the 
fact that improved plant capacity meant 
increased productive facilities; en- 
larged business operations and a larger 
volume of sales. 

Industrial production is commonly 
classified in two main categories, viz.: 
consumers’ goods, which eventually 
find their way to the ultimate consumer; 
and durable goods, meaning the ma- 
terial which goes into the making of 


industrial plants and equipment. The 
manufacturers of durable goods com- 
prise a substantial and important part 
of our industrial world and there can 
be no true prosperity unless this vital 
section of our industrial body is func- 
tioning normally, or, at least in similar 
proportion to the rate of activity of 
those enterprises making consumers’ 
goods. Consequently, when long-term 


We believe that all of our 
readers will be interested in the 
suggestion made in this article. 
A shortage of long-term capital 
for many medium-sized corpora- 
tions is thought by many observ- 
ers to be an important factor in 
the present business depression. 
Mr. Fishbach believes that his 
plan will help to bridge this gap. 
He is a financial consultant in 
New York and is the author of 
‘‘Risks of the Tellers’ Depart- 
ment.’’ 


funds are flowing freely into industry 
generally, the makers of durable goods 
are called upon to modernize, improve 
and increase the productive facilities of 
many enterprises which have raised the 
money needed to spend for this pur- 
pose. And the durable goods enter- 
prises are in a position to enjoy better 
times. This, of course, means more 
jobs and increased purchasing power 
with which to absorb the production of 
the consumers goods industries. 

It seems strange, but nevertheless 
true, that every time we enjoyed a spurt 
in business activity since 1929, the dur- 
able goods industries lagged far be- 
hind. Economists, industrialists, bank- 
ers and government officials recognized 
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that this was, in the main, due to the 
inability of that large body of second- 
rated industrial firms to get the funds 
required to improve and enlarge their 
plants. In other words, somewhere 
along the line, a serious log jam de- 
veloped in the money reservoir which 
prevented the free flow of long-term 
funds into industry. 

On the other hand was it really a 
log jam or did the money stream go 
dry? Let us see which factor is really 
responsible for stifling industrial enter- 
prise to this very day. 


A Log Jam in the Money Market 


The money stream, or the capital 
market, as we noted before, is made up 


prime calibre corporate offerings, say. 
ings banks are precluded from making 
investments in second-rated but never. 
theless meritorious securities, by in- 
flexible legal restrictions limiting the 
scope of their investment activities. The 
next and logical step would be to turn 
to commercial banks. What is the 
situation here? Most stringent rules 
of investment set down by the various 
banking departments operate to restrict 
the flow of money from this vast pool 
to business enterprise. Charles H. Huff, 
of the New York World-Telegram 
financial writing staff, in a recent ar- 
ticle described this condition admirably 
when he said, “The unadorned fact ap- 
pears to be that banks are not interested 
in anything below double ‘A’ paper 


“It seems strange, but nevertheless true, that every time we 
enjoyed a spurt in business activity since 1929, the durable goods 


industries lagged far behind. 


“conomists, industrialists, bankers 


and government officials recognized that this was in the main due 
to the inability of that large body of second-rated industrial firms 
to get the funds required to improve and enlarge their plants. In 
other words, somewhere along the line, a serious log jam developed 


in the money reservoir which prevented the free flow of long-term 


funds into industry.” 


principally of the surplus funds of the 
individual investors, savings and com- 
mercial banks, and insurance com- 
panies. We must bear in mind, too, 
that the small investors form, in the 
aggregate, a substantial part of the 
capital market. Dissatisfied with ex- 
tremely low interest rates offered on 
the one hand, and fearful of inadequate 
security attending the promise of higher 
return on the other, the main body of 
these individual investors has _ with- 
drawn into the protective shell of sav- 
ings bank accounts. This factor is 
largely responsbile for the current 
record-breaking total of deposits gorg- 
ing our savings banking system. These 
banks, in turn, are surely in a position 
to invest their depositors’ funds in 
those offerings made in behalf of in- 
dustry. But what is the actual situa- 
tion? Except for a limited number of 
378 


because bank examiners are still in- 
clined to go into a huddle if they find 
any recent acquisitions of lower rating 
in the portfolios. . . . That is acting 
as a direct checkmate to all avowed 
effort to let down the bars in the capi- 
tal market.” Now, then, how about the 
insurance companies? Here, too, we 
find a disinclination to take anything 
but highest-grade bond flotations. Con- 
sequently, we may safely conclude, that 
the money stream did not go dry, but 
a log jam of serious proportions is 
blocking the normal flow of capital te 
industry. 

We are deliberately eliminating from 
this discussion the financing problems 
of the railroad and the electric utility 
industries, the former because of their 
unquestionably poor financial condi- 
tion, and the latter, because govern- 
ment regulation and competition have 
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caused a halt in new construction there. 
However, it might be observed that the 
electric utility industries could conceiv- 
ably engage in a more forward looking 
policy if the road ahead were a bit 
more clarified. Moreover, we are prin- 
cipally concerned with reaching the 
heart of the problem confronting the 
medium-sized industries, unemcumbered 
by financial difficulties and unfettered 
by governmental regulation. And these 
enterprises, we must remember, not only 
make up the largest bulk of American 
business, but in times past, comprised 
the largest proportion of security is- 
suers in the capital markets. 


A Paradoxical Situation 


At the present moment, we are faced 
with the paradoxical situation where 
billions of dollars are seeking invest- 
ment in safe and desirable channels, 
and where, thousands of meritorious en- 
terprises are in great need of long-term 
financing, yet there are no means pro- 
vided for bringing such capital to in- 
dustry on a large scale. The para- 
mount question is, “How can this gap 
be abridged?” The Reconstruction 


Finance Corporation has attempted to 
fill part of this breach with only limited 


success. This agency has confined it- 
self largely to distress cases where ap- 
plicants were unable to obtain their 
monetary needs for working purposes 
from their banks. Subsequently, it at- 
tempted to broaden the scope of its 
activities, to include non-distress cases, 
but in codperation with banks. This 
came about by the desire of the Admin- 
istration to have banks assume a more 
lenient attitude toward business in 
their lending policies. Accordingly, 
the Reconstruction Finance Corporation 
promulgated the following regulation, 
“In addition to its power to make loans 
directly and independently to business 
enterprises, this Corporation is author- 
ized and empowered to make loans to 
any business enterprise in codperation 
with banks or other lending institutions 
through agreements to participate or 
by the purchase of participations, or 
otherwise.” However, banks have 
offered passive resistance to this plan 
with the result that industries benefited 
but little. Perhaps the chief reason for 


THE BANKERS MAGAZINE for November, 1938 


the failure of the banking fraternity to 
coéperate more fully may be found in 
its fears that it would be tied up with 
a large amount of non-marketable, 
non-rediscountable, long-term paper. 
Nevertheless, all these efforts to aid 
business have failed to open the natural 
sources of money to industrial enter- 
prises. By what means, then, can this 
be accomplished? 

In view of the fact that the Admin- 
istration is deeply concerned with the 
lack of balance existing in the capital 
market, it should consider the desirabil- 
ity either of having the Reconstruction 
Finance Corporation lend its facilities 
to a well-defined program designed to 
liberate the jam, or to create another 
agency for that purpose. In either 
event, the case for the creation of a 
super-industrial loan insurance corpora- 
tion, to operate along the lines indi- 
cated below, is a strong one, and it 
may well solve the financial problems 
besetting our medium-sized industries. 
This plan is most certainly not with- 
out ample precedent. All we need do, 
is to look at the excellent records of 
the Federal Housing Administration in 
the real estate field, the United States 
Maritime Commission in the shipping 
industry; and the Federal Deposit In- 
surance Corporation in the banking 
system. Assuming then, that the new 
plan is put into effect under the aus- 
pices of the Reconstruction Finance 
Corporation, which now has sufficient 
facilities, experience and powers to do 
so, here is how it would actually 
operate: 


Plan Suggested 


First: Upon application, the Recon- 
struction Finance Corporation, if it ap- 
proves such application, would agree 
to guarantee, in whole or in part, the 
amount of a loan to be placed with a 
bank or other lending institution, or 
through an investment banking house 
to the public. 

Second: Such loan would be secured 
by acceptable collateral and evidenced 
by the issuance of the applicant’s mort- 
gage or debenture bonds maturing in 
twenty years or less. 

Third: A sinking fund designed to 
retire the bond issue would be provided. 
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Such sinking fund may be set up either 
on the basis of a definite fixed annual 
payment or in proportion to the annual 
earnings of the applicant. The last 
named plan would probably be more 
scientific and provide for a more sub- 
stantial retirement in prosperous years, 
while at the same time it would not tax 
the applicant unduly during lean years. 

Fourth: The Reconstruction Finance 
Corporation, as guarantor of the loan; 
would receive a certain stipulated rate 
of interest for its service and assump- 
tion of risk. 

Fifth: A trustee (preferably a bank), 
would be designated to hold the col- 
lateral and indenture covering the loan 
and to service said loan. It would also 
receive, on behalf of the Reconstruction 
Finance Corporation and pay over 
unto it, the rate of interest charged for 
effecting the guarantee. 

Sixth: The applicant would then 
comply with the regulations of the Se- 
curities and Exchange Commission and 
file with that body a registration state- 
ment enabling the applicant to market 
its guaranteed bonds to the public 
through investment banking circles. If 


the bonds are placed with a bank or 
other lending institution, registration 
would nevertheless, be desirable for 
subsequent public distribution, should 
the bank or lending institution desire it. 


Advantages of Plan 


The more important advantages of 
this plan are: 

First: Through the medium of a Re- 
construction Finance Corporation guar- 
antee, industry would be enabled to ob- 
tain long-term financing, at low interest 
rates and at modest initial cost. 

Second: The guarantee of a govern- 
mental agency would create securities 
of high investment rating and would 
attract the surplus funds of banks, other 
lending institutions, as well as those 
of the investing public. 


Third: Ready marketability of the 
applicant’s obligations would be as. 
sured. 

Fourth: Reasonable price stability 
would be maintained. Assuming that 
the present money rates do not fluctuate 
widely over the next few years, it is 
safe to say that an obligation bearing a 
75 per cent. Reconstruction Finance 
Corporation guarantee, even in the case 
of default, would not fall below 75 in 
the open market, and if the agency 
would guarantee 100 per cent. of a 
loan, it is likely that the value of the 
obligation would not go below par in 
the open market. 

Should this plan be put into effect, 
it would prove a potent force, attract- 
ing idle capital in large amounts from 
investors and institutions to be used in 
the production of greater national 
wealth. Durable goods _ enterprises 
would participate proportionally with 
consumers goods enterprises in a busi- 
ness upswing. Industry would get 
money at low cost and modest interest 
rates while investors would earn a 
greater return than they now do in sav- 
ings banks and with at least as much 
safety of principal. Banks and insur- 
ance companies, too, would not hesi- 
tate to purchase such securities. Fur- 
thermore, expansion would set in on a 
huge scale, while employment and pur- 
chasing power would increase tre- 
mendously. Besides, it is conceivable 
that before long, industry would be able 
to take up the slack to the point where 
Federal expenditures incurred to keep 
the business body afloat, could be 
curbed. Moreover, the Reconstruction 
Finance Corporation, if that agency is 
used for the purposes outlined above, 
would be placed in the position of 
paternal guardian over such of the na- 
tion’s industrial companies as would 
obtain financing under this plan, and 
there is little doubt that thousands of 
enterprises would fall into this category. 
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The trusts enter the eapital 
market 


By A. WILFRED May 


MPORTANT aspects of our capital 
market’s long-continued depression 
are brought to light with the con- 

templated entry of the investment 
trusts into new financing. Instanced in 
the joint formulation by the J. & W. 
Seligman-sponsored Tri-Continental and 
Selected Industries trusts of a five mil- 
lion dollar unit, it is expected that 
other investment companies will ac- 
tively engage in the origination, un- 
derwriting and distribution of new 
issues. 

This departure has wide implications 
on our capital market situation and its 
import transcends mere factors of trust 
operating technique. It is hailed in 
some quarters as the harbinger of sorely- 
needed underwriting capital which will 
effectively broaden and enlarge the 
capital market; provide a necessary in- 
termediate underwriting medium; free 
the large originating underwriters from 
dependence on undercapitalized co- 
underwriters; and aid the commercial 
banks in their lending on new issues. 
In any event, it involves many questions 
bound up with investment banking re- 
lationships and operations. 

The citation of British practice as a 
precedent by the sponsors of the pro- 
posed trust-underwriting units is some- 
what superficial. Nevertheless, true 
comprehension of British capital financ- 
ing technique, with particular reference 
to investment banking affiliations and 
trust relationships, clarifies the prob- 
lems in similarly broadening our own 
capital market. 

To adopt the British capital market 
structure here, a complete revision of 
our underwriting methods as well as 
banking relationships would be pre- 
requisite. And, as it will be readily 
perceived, the Washington Government’s 
attitude will primarily determine these 
eventualities. In England new issue 


flotation is accomplished in the two 
separate steps of (a), the main under- 
writing, and (b), the redivision thereof 
among a group of sub-underwriters 
who reinsure the main underwriter’s 
liability. The investment trusts, who 


The entry of investment trusts 
into the capital market empha- 
sizes the sharp contrast between 
American and British undefwrit- 
ing technique and banker rela- 
tionships. The author is an au- 
thority on British investment 
trusts and contributed an article 
on the subject to the August issue 
of THE BANKERS MAGA- 
ZINE. 


importantly participate in the distribu- 
tion of practically all new issues, 
usually confine themselves to the second 
stage of sub-underwriting. Their pur- 
pose is to gain a discount in the making 
of a permanent investment. They sub- 
scribe partly “firm,” and additionally 
on an allotment basis. The trusts do 
not participate in the new issues’ selling 
operations (as is contemplated here), 
nor do they take the investment bank- 
er’s “over-riding” commission for plac- 
ing them with others. The amount of 
their underwriting is strictly limited to 
the amount they are willing to hold 
permanently. Their underwriting com- 
missions are usually included in nor- 
mal income, of whose total they average 
some 5 per cent. 


Banker-Trust Affiliations 


It is highly important to realize the 
closely established relationships _be- 
tween the London and Scottish mer- 
chant banking houses and the invest- 
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ment trusts. Their active affiliated and 
overlapping operations run _ directly 
counter to our S. E. C.’s aim towards 
functional segregation. Banking firms 
exercise control through representation 
on the boards of some two hundred 
British trusts. Twenty-four issuing 
house bankers appear on the boards of 
sixty trusts. Twelve different firms 
have two directors on single trusts; two 
firms have three directors, and one firm 
has four representatives on a_ single 
trust. 


Following is the number of trusts 
so controlled by each of the leading 
banking firms: 


Erlangers Ltd. 
Seligman Brothers 
Higginson 

Kleinwort 

Brown Shipley 
Robert Benson 

P. H. Hill 

OO. Ti Falk... 
Dawnay Day 
Baring Brothers 
Guinness, Mahon 
Goschens & Cunliffe 
Grace Brothers .... 
J. Henry Schroeder 
Japhet 

Lazard 

Samuel 

R. Fleming 
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Fleming’s control of seventy trusts 
embraces capital of £100,000,000. Some 
of the trusts are physically housed in 
their affiliated banks. 

These merchant banks are, of course, 
definitely assured of new issue distribu- 
tion through their controlled trusts. 
These trusts undoubtedly take larger 
proportions of their affiliated banking 
houses’ issues than would independent 
trusts. Individual trusts’ predominant 
participation is limited to medium- 
sized and small issues, but their affilia- 
tion at all times greatly helps the bank- 
ing houses in effecting distribution 
throughout a trust group. The banks 
usually take the over-riding commission 
on placings with the trusts. Sometimes 
issuing houses use solicitors and ac- 
countants close to the trusts to place 


the issues with them, and in that case 
give them the over-riding commission, 

Banking affiliations are particularly 
close with the specialized financial 
trusts and finance companies who try 
for capital profits. Sometimes they act 
as main, rather than sub-underwriters. 
In such cases they may be used by the 
banks for “feeding” issues to the mar- 
ket. In many cases they have acted 
principally as underwriting institutions 
working for their sponsoring banker, 
and take the relatively undesirable as 
well as desirable issues. These trusts 
have sponsored about £50,000,000 of 
new issues annually in recent years. 

In the formulation of new issues the 
trusts are actively consulted and have a 
powerful voice in fixing the terms of 
offering. 


Insurance Company Affiliations 


The insurance companies likewise are 
interested in the investment trusts. The 
Prudential Assurance is represented on 
three trusts, and at least eight other 
trusts are managed by insurance inter- 
ests. The insurance companies’ direct 
activities in, and broadening of, the new 
issues market is enormously important. 
They directly finance new enterprises 
by privately placing their issues. In- 
surance company activities are likewise 
free of government restrictions. 


Conclusions 

In so far as our financing depression 
springs from technical and _non-eco- 
nomic causes* and its termination de- 
pends on a broadening of our capital 
market along British lines, complete 
revolution of our underwriting methods 
and banking relationships is required. 
And it is clearly evident that the 
S. E. C.’s attitude and policy still con- 
tinues as the vital factor determining 
the occurence and manner of such 
changes. 

“The validity of “extra-market” elements 
is indicated by the current stagnation also 
existing in the British capital market. 
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Refugee capital and the American 
gold standard 


By A. Pxuitie WooLrson 


HE Honorable Henry Morgenthau, 

Jr., Secretary of the Treasury, dis- 

cussing the heavy inflow of foreign 
funds to our markets in August and 
September of this year, was quoted in 
the press as not being particularly con- 
cerned by this latest flood of “hot 
money.” “If people want to send their 
money here as a haven of refuge,” he 
is quoted as saying, “we will take good 
care of it for them. . . . We are prov- 
ing to the world that the United States 
is the financial center of the world, and 
we can resist the kind of nervousness 
which people who have money are feel- 
ing at this time. . . . The attitude of 
the Government is that if individual in- 
vestors and governments and central 
banks want to send their money here 
in the form of gold, as a haven of 
refuge, why we stand ready to buy it 
at $35 per ounce.”* 

It wasn’t so long ago when the Treas- 
ury was reported to have been greatly 
concerned over the inflationary poten- 
lialities of the large inflow of foreign 
funds to this country, resulting in the 
extraordinary growth in the commercial 
banking system’s reserve position. The 
failure of the monetary management 
authorities’ efforts to prevent a contrac- 
tion of the member bank reserve posi- 
tion from exerting a _ deflationary 
pressure upon our price and credit 
structures has apparently resulted in 
the abandonment of efforts to control 
the inflow of “hot money.” One might 
almost believe that the monetary man- 
agement authorities would welcome any 
inflationary repercussions of the gold 
inflow resulting from the expatriation 
of foreign capital. 


Why Foreign Funds Come Here 


It is not difficult to understand why 
the United States has become such an 


—_—— 


“New York Times, September 16, 1938. 
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attractive center for foreign funds. The 
devaluation of the dollar early in 1934 
following upon our gold-price raising 
experiment resulted in the widespread 
notion that the United States was em- 
barking on a period of inflation. The 
President’s many statements to the ef- 
fect that commodity prices were to be 
raised by one means or another encour- 
aged the spread of this inflation psy- 
chology. Money flowed in from abroad 
for investment in our markets to profit 
from the anticipated advance in values. 
At the same time there was a feeling in 
informed circles that the new gold value 
of the dollar represented an “under- 
valuation” of our currency vis-a-vis the 
currencies of the other leading commer- 
cial countries, and that there would be 
a continuing pressure on currencies 
which still retained the gold parities 


_ prevailing at the time of our devalua- 


tion. “Smart” money was thus encour- 
aged in its flight to the dollar in the 
helief that it could be successfully re- 
patriated at a subsequent date at a sub- 
stantial profit. Finally, political and 
economic uncertainties in European 
centers have been a recurrent factor in 
encouraging the mass flight of foreign 
funds to the dollar. In spite of the ap- 
parent uneasiness which some of our 
financial experts have felt more or less 
regularly in the past several years con- 
cerning the stability of the value of the 
dollar, foreigners have continued to 
demonstrate their confidence in the dol- 
lar and their lack of confidence in their 
own currencies by their extraordinary 
expatriation of their capital accumula- 
tion. 

“Let me go through this again,” says 
Mr. Morgenthau, “a man anywhere in 
the world today has currency and wants 
to sell it and wants to buy dollars. Now, 
under the present monetary system 
what he does is sell his currency and 
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convert it into gold and ship it here. 
. . . Now, we do not want to do any- 
thing to defend the dollar; but these 
people who have currency, they are 
defending their own currency, and we 
assist them in making gold available 
and making dollars available, but we 
do not do anything to defend the dol- 
lar. The dollar is defended through 


the price of $35 an ounce.” 


What Is Our Present Monetary 
Standard? 


It is important to try to understand 
under what sort of a monetary stand- 
ard the United States is at present op- 
erating. It is not the gold standard of 
the pre-war years when the Government 
was open to unlimited coinage of gold 
and paper currency was redeemable in 
gold coin without any restriction as to 
amount. The Gold Reserve Act of 
January, 1934, specifically provides 
that no gold shall hereafter be coined, 
and no gold coin shall hereafter be 
paid out or delivered by the United 
States.” Nor is it like the monetary 


standard in effect in Great Britain, since 
we permit the release of gold only for 
the settlement of international pay- 


ments, and we permit the price of gold 
to be a variable factor under our ex- 
isting legislation. We have no free 
market for gold in this country such 
as operates in Great Britain, where the 
purchase, sale, and hoarding of gold is 
permitted and where the commercial 
banks even make loans against gold to 
clients. What we do have in this coun- 
try is a fixed gold price for the dollar, 
so long as it suits our convenience, at 
which we stand ready to sell dollars 
for any amount, but which does not 
leave the dollar free to find its own 
level in relation to foreign currencies 
when the gold value of such currencies 
shows a definite breakaway from the 
existing dollar gold price-foreign ex- 
change norm. 

What sort of monetary standard do 
we then have in this country when the 
principal characteristic is that the “dol- 
lar is defended through the price of 
$35 an ounce”? What advantages, if 
any, does this monetary standard give 
us over the international gold standard 
as we knew it in pre-war days or in 
384 


the period before our dollar was de- 
valued? How does the American gold 
standard contribute to domestic or in- 
ternational economic stability? Is the 
value of the dollar really stable under 
the gold standard as we now practice 
it? Does our American gold standard 
assure us of any stability in foreign 
exchange values? Is it necessary to 
maintain the foreign exchange value of 
the dollar vis-a-vis the principal other 
foreign currencies? If the only value 
of our American gold standard is to 
contribute to the ease of transfer of 
foreign capital to the United States, is 
there any reason why we should main- 
tain the value of gold at $35 an ounce? 

These are all questions that give 
food for thought. There is no attempt 
here to answer all of the questions. All 
that is desired here is to present the 
conflict in the minds of our monetary 
management authorities as to just ex- 
actly what the purposes of the Ameri- 
can gold standard may be. 


Lack of Currency Stability 


Now, it is altogether obvious that the 
gold standard as operating in this coun- 
try since the passage of the Gold Re- 
serve Act of 1934 has failed to give us 
a currency of any stability, either in 
terms of commodities or of foreign ex- 
changes. The only stability that has 
been given us is the stable value of 
gold in terms of dollars. The only 
result of such stability has been the 
tremendous expatriation of foreign 
capital to our markets and our exces- 
sive rise in gold holdings. And of 
course never has our currency been so 
strongly backed by gold as it is today, 
and never was there such little mean- 
ing attached to such a strong gold back- 
ing from the point of view of the_per- 
manence of the present gold value of 
the dollar. 

The American gold standard has. not 
worked well in so far as domestic, or 
international economic and monetary 
stability is concerned. Economists gen- 
erally are agreed that the gold stand- 
ard in the pre-war period worked well 
because all the more important com- 
mercial countries were not far from 
financial and trading equilibrium. The 
gold standard at that time was an in- 
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ternational monetary standard, and 
through the reaction of gold movements 
upon commodity prices, money rates 
and bank credit policy tended to check 
departures from equilibrium _ before 
they became so extreme as to involve 
dificult changes in costs and in the em- 
ployment of labor and capital. In the 
post-war period, more particularly in 
the period from 1925 to 1931, the gold 
standard was readopted as an interna- 
tional monetary standard in the appar- 
ent belief that normal departures from 
international equilibrium relationships 
would be corrected by the normal in- 
fluence of gold movements. However, 
the entire post-war period, and _par- 
ticularly the past ten years, has been 
a period of instability in the domestic 


at a fixed price in terms of dollars. 
But gold is no longer an .international 
monetary standard in that other coun- 
tries will readjust their cost and 
price structures whenever the gold 
value of their currency deviates mark- 
edly from any given level. Rather the 
effect will be to bring about a readjust- 
ment in the value of the currency in 
the attempt to maintain existing cost 
and price structures. Because of the 
absence of an international monetary 
system there is now no means of main- 
taining a financial and trading equi- 
librium among the principal commer- 
cial countries. 

Moreover, because gold movements 
today do not exert an influence to re- 
establish conditions of equilibrium 


“A free gold market in this country such as England enjoys, 
and the removal of any impediments to free gold movements, would 
be a distinct aid in determining the foreign exchange value of our 
currency and would contribute materially to domestic confidence 
in the future of the dollar. The value of the dollar in the foreign 
exchange market would not be tied to a fixed quantity of gold, and 
under such conditions refugee capital may find the United States 


a less convenient haven of refuge. The problem of domestic price 
stability might then lend itself more readily to solution.” 


and international sphere, and neither 
the gold, gold-bullion or gold exchange 
standards in effect in this period has 
been able to maintain an equilibrium 
where the fundamental conditions of 
equilibrium did not exist. Instead of 
promoting international economic sta- 
bility through the operations of an in- 
ternational monetary system functioning 
under the rules of the gold standard, 
what resulted was the complete break- 
down of gold as an international mone- 
tary standard, and the widespread 
adoption of national or managed-cur- 
rency standards. 


Gold Stilt An International Currency 


_ So far as gold itself is concerned, it 
is still an international currency. It 
is an international currency because 
there is a free gold market in England, 
and because the United States stands 
ready to purchase unlimited amounts 
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when departed from, the large inflow 
of refugee capital to the United States, 
in the form of gold, results merely in 
accentuating existing disequilibria 
among the principal countries. The 
United States does not need the con- 
tinued large gold shipments, but by 
continuing to accept such funds it is 
encouraging a worsening of the inter- 
national economic situation and _ indi- 
rectly contributing to a continuing do- 
mestic economic instability. 

Because the value of gold in terms 
of dollars is fixed, the domestic value 
of the dollar becomes of paramount 
concern in international financial re- 
lationships. A business depression in 
the United States and a downward move- 
ment of commodity prices exert a down- 
ward pressure on the values of the for- 
eign currencies if foreign countries 
attempt to maintain existing cost and 
price relationships. The stability of the 
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dollar in terms of gold acts as a con- 
ductor of instability in the values of 
other currencies, and the attempt to 
maintain the foreign exchange value of 
the foreign currencies results in a 
spread of business and price depression 
throughout those countries. 


Monetary Management Ineffective 


It is true that the United States, in 
addition to maintaining a stable value 
in terms of gold for the dollar, does 
attempt to maintain domestic economic 
stability through central bank credit 
expansion and _ restriction _ policies. 
Monetary management, under current 
gold standard regulations, has been of 
only short duration and has been none 
too successful. Central bank credit 
policies have been totally unable to 
prevent the drastic business recession 
of. the past year, and, if anything, have 
accentuated disequilibria in prices and 
production rather than contributing to 
the maintenance of equilibrium condi- 
tions. Probably the most important 


single factor that has induced such 
tragic errors of judgment by the mone- 
tary management authorities has been 
the flood of refugee capital and the ex- 


traordinary gold movements to the 
United States over the past several 
years. 

It would seem to be of very slight 
importance to the United States that 
the Treasury is absorbed in defending 
the dollar through maintaining the 
price of gold at $35 an ounce. What 
is important is the attainment of a con- 
dition of business prosperity and eco- 
nomic equilibrium in this country, and 
only in so far as a fixed gold value 
of the dollar contributes to this result, 
should such value continue to be main- 
tained. That such value should be 
maintained apparently primarily to aid 
in the expatriation of foreign funds 
seems to be a decidedly not worthwhile 
objective. 

Is there anyway, however, in which 
the American gold standard may be- 
come of more definite value in con- 


tributing to the maintenance of interna- 
tional economic equilibrium? It jis 
unfortunate that conditions of such ex- 
treme disequilibrium continue to exist 
among so many important commercial 
countries because of international po- 
litical uncertainties. The United States, 
however, ought to adjust itself to such 
a state of affairs, rather than operate 
under conditions when the rest of the 
world is under continuous pressure to 
adjust itself to American financial con- 
ditions. 

What we do not know is the exact 
value of the dollar in terms of the lead- 
ing foreign currencies that would best 
equilibrate the values of the leading 
foreign exchanges and contribute to the 
development of an equilibrium in in- 
ternational financial relationships under 
current confused conditions. Any de- 
velopment that would aid to discourage 
the expatriation of foreign capital, and 
at the same time would leave our mone- 
tary management authorities free to put 
their complete attention to the problem 
of domestic price and cost stability is 
to be welcomed. 

A contribution to such a result and 
one which would pave the way toward 
the attainment of a situation whereby 
the American gold standard would once 
again be a monetary standard that is 
part of an international monetary sys- 
tem on a gold basis would be to re- 
move the present gold peg on the dol- 
lar. A free gold market in this country, 
such as England enjoys, and the re- 
moval of any impediments to free gold 
movements, would be a distinct aid in 
determining the foreign exchange value 
of our currency and would contribute 
materially to domestic confidence in the 
future of the dollar. The value of the 
dollar in the foreign exchange market 
would not be tied to a fixed quantity 
of gold, and under such conditions. 
refugee capital may find the United 
States a less convenient haven of 
refuge. The problem of domestic 
price stability might then lend_ itself 
more readily to solution. 
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Supervision of bank investments 


A plan for co-operative control by a group of banks 


By Paut M. ATKINS 


HE days when the banker was the 

cynosure of the community are 

gone—at least, for the present. 
He is confronted with problems on all 
sides. Mr. Eccles and Mr. Jones tell 
him that he should lend and invest his 
funds more freely or else the govern- 
ment will initiate further competition 
with him. Mr. Crowley, on the other 
hand, reminds him that he must be 
careful in making those same loans and 
investments or the examiners will be 
chiding him for speculating with his 
depositor’s funds. Interest rates and 
income are low and yet expenses have 
a fashion of remaining as high as ever. 
The poor banker finds himself buffeted 


whichever way he turns. 


Of all of the various phases of bank- 
ing which contribute to the headache 
from which he is suffering, his invest- 
ments are one of those which are most 
bewildering. Government securities are 
always available, but the prices are 
high and the yield, especially in the 
case of the shorter maturities and the 
notes, nay best be described as micro- 
scopic. The higher grade tax-exempt 
and corporate bonds are likewise high 
priced. It would take only a slight 
hardening of the interest rates to cause 
such a decline in price as to offset the 
income for several years. Somewhat 
lower grade issues will furnish a con- 
siderably better yield, but their future 
price stability depends largely on 
economic and political factors which it 
is difficult for the average banker, un- 
provided as he usually is with com- 
petent economic counsel, to evaluate. 

If a banker is intelligent and alert, 
he recognizes that he requires the best 
of advice in regard to the bank’s invest- 
ments in securities. Unquestionably he 
will subscribe to one of the better statis- 
tical services which furnish manuals in 
which the position of the issuers of 
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securities are analyzed and which are 
constantly kept up-to-date by supple- 
mentary sheets. He may even go a 
step farther and subscribe to a service 
giving information at frequent intervals 
in regard to economic conditions and 
the development of various industries. 
All these services are valuable and 
helpful, but they necessarily fail to give 


‘‘The plan outlined in this 
article indicates one way in which 
a solution to the problem may be 
found. Not the least of its ad- 
vantages is found in the fact that 
it leaves the control of policies 
and of the security accounts in 
the hands of the banks while 
providing them, at the same time, 
with an adequate tool with which 
to work.’’ 


the answer to his specific problem, for 
they are addressed to all investors and 
naturally cannot take into consideration 
the particular circumstances of any 
class, much less those of any individual 


bank or person. What the banker re- 
quires is some person or organization 
which will analyze and interpret all 
these data in terms of his specific needs, 
a person or organization which will aid 
him in determining sound investment 
policies adapted to the times and his 
own situation, and which will assist 
him in putting those policies into 
effect. 

If a bank is large enough, it can 
solve this problem by employing a 
thoroughly competent officer and pro- 
viding him with the staff which he 
needs in order to perform his task suc- 
cessfully. This is undoubtedly the best 
procedure to follow if the bank is of 
sufficient size to justify the expenditure 
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required, Unfortunately, most banks 
do not have sufficient funds to make 
such a set-up economically possible. 
All too frequently, they employ an 
officer for this purpose, but the salary 
which they are able or willing to pay is 
so small that they find themselves de- 
pendent on a man of far too little train- 
ing, experience and breadth of vision 
to be able to solve their problem for 
them. Hence, his judgment is so poor 
that the bank finds itself paying a 
salary for which it is receiving negative 
results. 


Employing Investment Counsel 


Another solution with which some 
banks have experimented is the employ- 
ment of investment counsel. A properly 
equipped investment counsel organiza- 
tion which really understands bank in- 
vestment problems as distinct from only 
knowing securities, can render valuable 
services to a bank. Unfortunately, there 
are far too few investment counsel 


organizations of this type. Most of them 
fail to give consideration to the circum- 
stances of the individual bank. They 
either attempt to operate on a mass 
production basis for a very modest fee 


which is so small that study of the 
individual problems of the bank is out 
of the question, or they are operated by 
men whose experience is wholly in the 
field of securities—former bond sales- 
men, brokers, etc-—who have no real 
knowledge of banking requirements and 
limitations. Too often, therefore, the 
banker’s experience with investment 
counsel has been unfortunate, and, in 
some cases, disastrous. 

There is, however, in the fundamental 
concept underlying the work of the in- 
vestment counsel an idea which bank- 
ers might appropriate and develop in 
a way to meet their own particular 
needs. The fundamental concept is, of 
course, that an investment counsel, by 
doing work for a number of clients, can 
afford to spend more on research and 
investigation than any one of his 
clients individually would feel he could 
properly disburse for such work. He 
can associate with himself thoroughly 
competent men who are specialists in 
their several fields, and then by divid- 
ing the expense among a number of 
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clients be able to charge each of them, 
even after adding a reasonable profit 
for himself, less than the individual 
client would be obliged to expend if he 
attempted to do the same kind of work 
for himself although on a more modest 
scale. 

There seems to be no basic reason 
why bankers should not appreciate this 
idea and work it out in terms adapted 
to their particular needs. Let us assume 
that, within a given county or adjacent 
counties, there is a group of about ten 
banks each of them with a bond port- 
folio of general market bonds of 
$1,000,000.00 or more, and that each of 
them would like to employ an officer at 
$10,000 or $12,000 a year to super- 
vise them. Yet when they start doing 
a little budgeting, each of them finds 
that it can hardly afford to spend more 
than $3,000 a year to get the work done. 
Now it is obvious that if they need a 
ten or twelve thousand dollar a year 
man but that they can only spend three 
thousand dollars a year for that pur- 
pose, there is bound to be a gap some- 
where. In most cases, the banks would 
probably employ a $3,000 a year man 
and then write off in losses more than 
the difference between that amount and 
the $10,000 they realize they should 
spend to get the kind of man they want. 

Let us suppose, however, that, in- 
stead of following such a procedure, 
the banks decided to pool their pro- 
posed expenditures. This would pro- 
vide them with a common fund of 
$30,000 to be employed in servicing 
their investment accounts. Such a fund 
would make it possible for them to em- 
ploy a ten to twelve thousand dollar a 
year man, provide him with clerical and 
research assistants and _ statistical in- 
formation and an office. They would 
have at their disposal their own organ- 
ization, controlled by them jointly, and 
they could determine how it would be 
operated and they would have no profits 
to pay. 

It is likely to be advanced by some 
one that it would be rather difficult for 
a group of banks jointly to employ sev- 
eral persons, pay rent for a common 
office, etc. In most states, it would 
probably be necessary for the banks to 
facilitate the setting up of a new cor- 
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poration which nominally would be an 
investment counsel organization. The 
banks could then employ this organ- 
ization as they might anh independent 
investment counsel. The contracts be- 
tween them and this organization would 
be drawn, of course, in such a way that 
the fees paid would be simply sufficient 
to cover expenses, and would limit the 
use of the services to the codperating 
banks. The best procedure to adopt for 
setting up and controlling such an 
office would probably vary from state 
to state. Certainly the objective is 
legal, economically sound, and socially 
constructive. Given these conditions, 
competent attorneys can be trusted to 
work out a_ satisfactory method for 
putting it into effect. 

Let us leave these legal questions to 
the attorneys and consider how an office 
so established might serve the codperat- 
ing banks. Essentially it would have 
three major functions to perform. 

The first would be one primarily of 
research, gathering together information 
of all kinds which would be required 
to enable the banks to control their in- 
vestment accounts successfully. This 
information would include general 
economic and political data and specific 
information in regard to particular 
issues of securities and their issuers. 
The most obvious sources of such in- 
formation are the publications of statis- 
tical organizations. This office should 
be equipped with at least one set of 
such manuals and bulletins. A second 
source would be certain government 
bulletins and publications. Magazines 
like The Annalist and The Commercial 
and Financial Chronicle which publish 
a variety of statistics would be a third 
source. In addition to information of 
a statistical nature, there is much of a 
non-statistical character which should 
come to this office. Articles in maga- 
zines like those just mentioned and in 
others like THe BANKERS MAGAZINE, 
and in the great metropolitan dailies 
like The New York Times and The New 
York Herald-Tribune are frequently 
most informative. Bulletins published 
by some of the larger reserve city banks 
and by the great English banks are also 
valuable not only for the information 
but also for the analyses which they 


often present of economic, business, 
financial and banking conditions. 

The head of this office should not, 
however, depend on publications alone 
for information; he should make it a 
point to maintain personal contact with 
officers of the larger banks, their 
economists, and the members of their 
staffs who are working on investment 
problems. Here is an instance of 
where a codperative office of the kind 
under discussion can obtain results 
beyond those of individual banks. In 
the case of small banks such as those 
under consideration here, none of them 
would probably have more than one or 
two correspondent banks in the metro- 
politan center to which they would 
feel free to go for consultation in re- 
gard to their investments. It is highly 
improbable, however, that of the banks 
in this group all would have the same 
city correspondents. It is likely that 
there would be at least a half a dozen 
or more correspondents for all of them 
taken together. The head of the 
coéperating office therefore, as_ the 
representative of each of the codperat- 
ing banks would have access to all of 
the city correspondents instead of to 


only two or three at the most as would 
be the case if he were the officer of but 


a single bank. 

This is neither the time nor the place 
to analyze all the various sources of in- 
formation upon which this codperating 
office might draw in its research work. 
It is sufficient to indicate that research 
is a definite function of this office and 
to suggest some of the possibilities 
which are open to it. 

Before leaving this subject, however, 
it is necessary to call attention to one 
phase of research which is all too 
frequently overlooked. Research is often 
thought to consist only of gathering 
data together. This is an important 
part but by no means all. Analysis 
and interpretation of the data assembled 
is even more important and it calls for 
a higher degree of intelligence and a 
greater training and experience than 
does the collation of material. The head 
of the codperating office should be able 
to analyze and interpret the material 
which is gathered together. 

The second major function of this 
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office would be to make available to 
the codperating banks the results of 
its research. The head of the office 
should be in effect, if not in name, an 
officer of each of the banks. As such 
he should have regular meetings with 
the officers of each of the banks and 
should be present at directors meetings 
at periodic intervals. Such meetings, 
naturally, should be largely devoted to 
investment questions which will include 
both matter of investment policy and 
decisions in regard to particular issues 
of securities. It is obvious that it will 
be necessary to establish a definite 
schedule for such meetings since one 
man cannot be expected to direct an 
office and also to attend meetings in 
scattered towns at indefinite and irregu- 
lar intervals. As a matter of fact, it 
would be desirable to have the meet- 
ings, in so far as possible, at the 
cooperative office, for in this way mate- 
rial will be at hand to answer unex- 
pected questions which may arise in the 
course of a discussion. 

The head of the office could also be 
consulted whenever necessary at the 
office by telephone or by personal calls 
on the part of officers and directors, 
having due regard to the other demands 
that will be made upon his time. 

Still another means of maintaining 
contact between the office and the sev- 
eral banks, if the facilities of the office 
are sufficiently developed, may be found 
in the publication of a brief bulletin at 
periodic intervals. This could be 
mimeographed or reproduced in some 
other inexpensive form. It could be 
used especially to keep the officers and 
directors of the banks informed in re- 
gard to the more important economic 
and political developments which would 
be likely to affect their investment 
policies. 

By these and other means that may 
he found advantageous, the codperative 
ofice should play an important role 
in the administration of the investment 
policies for each of the coédperating 
hanks and in the selection of the in- 
dividual issues of securities in accord 
with these policies. It has an equally 
important role in determining when 
securities shall be sold—a decision 
which it is usually more difficult to 
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make wisely than to decide when they 
shall be purchased. 

This arrangement will place on the 
officers and the boards of directors of 
the several banks the full responsibility 
for the policies and the actual purchase 
and sale of securities, but would pro- 
vide them with more and better organ- 
ized information than most of them 
now enjoy, and a more satisfactory 
tool than many of them now _pessess 
for putting their decisions into effect. 
The head of the codperating office would 
be expected, of course, to keep the 
affairs of the several banks as con- 
fidential as though he were an invest- 
ment counsellor who, naturally, would 
not disclose to one bank client the 
affairs of another. 


Purchase and Sale of Securities 


The third function which this office 
could appropriately be expected to 
undertake would be to aid in the actual 
purchase and sale of securities for the 
codperating banks. In so doing, it 
would act as the agent of the several 
banks in transacting business with the 
brokers and dealers. There would be 
no reason why each bank could not 
designate the broker or dealer through 
which it wished to have the transactions 
handled. It would probably be wise, 
however, to allow the head of the office 
considerable discretion in such matters. 
As it became known that he was in a 
position to control a substantial volume 
of business, he would find himself 
strategically placed to obtain the best 
prices and the most satisfactory serv- 
ice, for, if a broker or dealer failed in 
these respects, he would lose a valuable 
volume of business. 

Obviously, the delivery of the securi- 
ties would be made directly to the 
codperating banks or to the Federal 
Reserve Bank of their district or to 
their correspondent bank and not to 
the codperating office. All payments 
made for securities sold would likewise 
be sent directly to the codperating 
banks or to their correspondent banks 
or to their Federal Reserve Bank. 
There would be no necessity for the 
office being burdened with this work or 
for the banks to be exposed to the 
dangers which might lie in placing 
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such a responsibility on an office whose 
organization would not be such as to 
make it possible for it to handle a task 
of this nature easily. 

Down to this point, the plan ap- 
pears not only to be sound, but quite 
easy to put into operation. In fact, it 
looks too easy which is evidence that 
difficulties have not been discussed. 
There are difficulties, it is true, and it 
would be foolish not to recognize them. 


Difficulties to Be Met 


One of the first difficulties is to locate 
a man capable of heading such an 
office. The salary suggested of $10,000 
to $12,000 a year should be sufficient 
to attract a goodly number of appli- 
cants. The difficulty would not be in 
obtaining applicants but in securing 
one who would be capable of earning 
that salary. The woods are full of sta- 
tisticians and bond men who have been 
earning and are worth from three to 
five or six thousand dollars a year. 
Really good men, however, even in a 
depression period, are usually not easy 
to find. A brief review of some of the 
major qualifications required for a posi- 
tion of this kind will indicate why 


capable applicants are not likely to be 
many. 

In the first place, the applicant should 
he better than the average economist 
since the control of investment policy 
must be predicated first on an under- 
standing of economic conditions and 


the economic and _ political factors 
which are affecting them. In _ the 
second place, he must be a competent 
analyst, able to analyze the major in- 
dustries of the country including public 
utilities and railroads. In the third 
place, he must be able to evaluate the 
merits and the attractiveness of a large 
number of different issues of securities, 
including a wide variety of tax exempt 
bonds and notes. In the fourth place, 
he must possess a good knowledge of 
banking since the investment policy of 
a bank must be integrated with the other 
bank policies. Most important of all, 
however. he must be a man of winning 
personality, great tact and patience and 
have an ability to present his ideas 
fairly but cogently. It will be neces- 
sary for him to.deal with many differ- 
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ent men of varying personality, and fre- 
quently with individuals with whom it 
is not easy to get along. Qualities of 
personality and character, therefore, are 
even more important than technical 
qualifications, essential as they are. 
This brief enumeration of the qualifica- 
tions required will suggest why it 
would not be easy to find the right 
man, even at what appears to a country 
banker to be a fairly substantial salary. 
While it may not be easy to find such 
a man, there is no reason why, if 
patiently and wisely sought, he cannot 
be located. 

A much more important difficulty is 
found in getting a group of ten or more 
banks to coéperate in an undertaking of 
this kind. The average country banker 
is pretty much of an individualist, al- 
though the work done by the American 
Bankers Association and the state and 
local associations has done much to 
show him the value of codperation. In 
organizing such a group, it would prob- 
ably be necessary for some bank or 
banker to take the lead. Often in a 
given section there is some outstanding 
banker who is in a position to do this. 
It would be wise to select banks which 
are near enough together geographi- 
cally so as facilitate easy contact with 
each other and still not be active com- 
petitors for local loans. 

The security portfolio of his bank is 
presenting an ever increasingly difficult 
problem to the average banker. In 
part this is due to the fact that the 
portion of his earning assets invested 
in bonds is steadily growing, and it 
seems likely that this trend will con- 
tinue indefinitely because of the way 
in which American industry is being 
financed. The problem is increased 
further by the growing number of bond 
issues from which a selection must be 
made. Such changes in the banking 
situation require new banking pro- 
cedures. The plan outlined in_ this 
article indicates one way in which a 
solution to the problem may be found. 
Not the least of its advantages is found 
in the fact that it leaves the control of 
policies and of the security accounts in 
the hands of the banks while providing 
them, at the same time, with an ade- 
ouate tool with which to work. 
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A CENTURY AND A HALF OF 
AMERICAN BANKING 


By T. D. MacGrecor 


MacGregor § Woodrow, Financial Advertising, New York 


ROBABLY no other American busi- 

ness enterprise as a class bus 

equaled the record of permanence 
attained by many of our banks. Scores 
of them have been in continuous exist- 
ence for more than a century. At least 
half a dozen of them are almost or fully 
one hundred and fifty years old and 
“still going strong.” 

The first, and for some years the only 
bank in the United States in the modern 
sense was the Bank of North America 
in Philadelphia. It was incorporated 
in 1781 by the Continental Congress, in 
accordance with the plans of Robert 
Morris, the financier of the Revolution. 
It started with a capital of $400,000, 
and on December 31, 1781, it became 


the financial agent of the Government. 
It opened for business on January 7, 
1782. Its promissory notes became legal 


currency. It continued as a commer- 
cial bank through the periods of our 
experiments with a government bank 
-the First and Second Banks of the 
United States, 1791-1811, and 1817-36, 
respectively. Eventually, however, it 
passed out of existence after serving the 
public all through the nineteenth and 
part of the twentieth centuries. It was 
full of years and honors when, on June 
19, 1929, it was merged with the Penn- 
sylvania Company for Insurances on 
Lives and Granting Annuities, chartered 
in 1812. 

Today the honor of being the coun- 
try’s oldest bank is quite generally con- 
ceded to The First National Bank of 
Boston, as successor to the old Massa- 
chusetts Bank, established in 1784 by 
a prominent group of Boston merchants 
and men of influence in that community. 
In starting it these men said: “We have 
been taught by the Experience of many 
Nations that well regulated Banks are 
highly useful to Society, as they: pro- 
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mote Punctuality in the Performanence 
of contracts, increase the medium of 
Trade, facilitate the Payment of Taxes, 
prevent the Exportation of, and furnish 
a safe deposit for Cash, and in the way 
of Discount, render easy and expedi- 
tious the anticipation of funds at the 
Expence only of common Interest . . .” 

On February 27, 1784, the Massachu- 
setts Bank received its state charter, 
signed by Governor John Hancock, who 
eight years before had so conspicuously 
signed another well-known document, 
the Declaration of Independence. At 
the time this bank started Boston was 
a thriving seaport, but had a popula- 
tion of only 17,000. For a hundred 
years, ships built and owned in New 
England had dominated trade with the 
West Indies, but at the end of the Revo- 
lution in 1783 trade with the protected 
markets of the British Empire was at 
a low ebb. In spite of the fact that 
Boston had little to export except rum, 
salt pork, dried codfish, and barrel 
staves, her shrewd merchants were turn- 
ing toward trade with the Far East. In 
December of 1783, the 55-ton sloop 
Harriet sailed from Boston bound for 
China, but traded her cargo of ginseng 
for tea at the Cape of Good Hope. A 
few years later, the Columbia of Bos- 
ton brought back tales of the furs to 
be picked up on our northwest coast, 
to be bartered for tea, spices, and silks 
in China. Alert Yankee merchants were 
quick to see the opportunities. Soon 
ships from Boston, Salem, and other 
New England ports were sailing the 
seven seas in search of profitable trade. 

Until the opening of the Massachu- 
setts Bank on July 5, 1784, the banking 
needs of Boston had been cared for by 
wealthy merchants, who accepted de- 
posits, made loans, issued drafts on 
their correspondents overseas, and sent 
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out cargoes of goods, from the porceeds 
of which their promises to pay were 
made good. All these early banking 
transactions centered around the Bank 
of England. The idea in the minds of 
William Phillips, Isaac Smith, Jonathan 
Mason and others associated with them 
in the establishment of the Massachu- 
setts Bank was that their own local 
bank would be able to do the same 
things for New England trade that were 
being done by “the Little Old Lady of 
Threadneedle Street.” However, none 
of the men whose names appeared on 
the original charter of the Massachu- 
setts Bank had any first-hand knowledge 
of how to run a bank. Nevertheless, 
they were eager to learn. They applied 
to Thomas Willing, president of the 
Bank of North America, for informa- 
tion and assistance. He replied at 
length, even furnishing the new bank 
with a set of rules and regulations. Fur- 
thermore, Samuel Osgood, Harvard 
graduate, former member of the Con- 
tinental Congress, and a director of the 
Bank of North America, became the 
first cashier of the Massachusetts Bank, 
at a salary of a thousand dollars a 
year. James Bowdoin, of the family 


of benefactors of Bowdoin College, was 
the first president. 
The conservative way in which the 


Massachusetts Bank was managed 
played an important part in causing 
Boston merchants, tradesmen, and pro- 
fessional men to turn to it as a safe 
place to keep their money. “One of 
the chief reasons why the Massachusetts 
Bank survived, when so many of its 
contemporaries fell by the wayside,” 
says an historian of the bank, “was that 
it fully appreciated the importance of 
sound credit as a factor in its transac- 
tions, and of fair dealing between debtor 
and creditor.” 

The Massachusetts Bank prospered 
from the first. By 1792, over 100 per 
cent. in dividends had been paid to its 
stockholders. It was a profitable bank 
because of its good management. Down 
through the vicissitudes of the nine- 
teenth century it went its successful way, 
surviving all panics, wars, and depres- 
sions. It became a national bank. Then 
in 1903 it purchased the First National 
Bank of Boston and took its name. 
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It is believed that the second oldest 
bank is the Bank of New York, like- 
wise established in 1784. From 1922 
to 1938 this bank was known as the 
Bank of New York and Trust Company, 
but on July 1, 1938, the bank reverted 
to its original name, by which it was 
known for 138 years of the 154 years 
of its history. The bank was founded 
by Alexander Hamilton and a small 
group of other leading New York citi- 
zens, including Isaac Roosevelt, great- 
great-great-grandfather of President 
Franklin D. Roosevelt. Its state charter 
was not granted until March 21, 1791, 
but it began business five years before 
the American Constitution was adopted, 
and when New York was a city of only 
23,000 population. It was New York’s 
first bank, and for fifteen years its only 
bank. Known to the citizens of early 
New York simply as “the bank,” it gave 
the city its first orderly financial ac- 
commodations, and did much to estab- 
lish sound banking practices and prin- 
ciples for future American business. 
Hamilton wrote its original constitution, 
and this served as a model for the state 
charter later granted to it. The bank 
has paid dividends every year but one, 
1837, when, because of panic condi- 
tions, a state law prohibited any bank 
from paying a dividend. The back 
dividend was made up the following 
year. 

From the start the progress of the 
Bank of New York was steady. It took 
part in the commercial development of 
New York and the nation. It helped to 
finance the construction of steamboats 
and the building of canals. It lent its 
support to the movement of American 
goods into international trade down 
through the early decades of the nine- 
teenth century. 

During the financial disturbance 
caused by the Civil War, the National 
Banking Act was drafted to improve 
banking practice and to provide a uni- 
form currency. The Bank of New York 
became a member of the National Bank- 
ing Association, and it weathered well 
the years of war as it served city, state 
and nation. The post-war period was 
ffiarked by great expansion in agricul- 
ture, industry, and transportation. With 
other banks, the Bank of New York 
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is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
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and heating equip- 
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foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


It 


shared in the resulting prosperity. 
continued to conduct its affairs ably and 
cautiously. In the World War this bank 


did its full share in extending financial 


assistance to the Government. In the 
subsequent years of prosperity and 
speculation its managers kept their 
heads. Throughout the depression, 
which began with the stock market col- 
lapse in the fall of 1929, the institution 
maintained its strong position. Even 
during the general banking moratorium 
of 1933 it had ample means to aid its 
customers liberally, and was also able 
to ship large amounts of cash to out-of- 
town banks. The factors which have 
made for the permanence and success 
of this bank are explained by a spokes- 
man for the institution who says: “The 
bank has never been betrayed by pros- 
perity into speculation or recklessness, 
and has never been frightened by panic 
or depression. It has never been con- 
trolled by any special interest or group. 
It has never abused the confidence re- 
posed in it by depositors, executors, or 
other clients. In times of war or finan- 
cial calamity it has always been ready 
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BRANCHES IN PRINCIPAL CITIES 


to help city, state, and nation. It looks 
back upon a career made honorable by 
character.” 

The oldest bank in the United States 
to have kept the same name throughout 
its history is the Providence National 
Bank, of Providence, Rhode Island. 
Forty-seven years ago, upon the occa- 
sion of its one-hundredth anniversary, 
it was said of it: “The Providence Bank 
has lived and flourished one hundred 
years because it has lived well; because 
in the beginning its affairs were com- 
mitted to the hands of discreet, honest, 
and able men, and through the genera- 
tions following the trust has been trans- 
mitted to worthy successors, who have 
managed the bank with equal skill and 
fidelity.” 

Connecticut has three very old banks 
—the Union Bank and Trust Company. 
of New London; the Hartford National 
Bank and Trust Company, of Hartford: 
and the New Haven Bank, National 
Banking Association—all dating from 
1792,. although the New Haven Bank 
did not actually open for business until 
1795. At that time New Haven had a 
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population of only about 4000. About 
seventy vessels in foreign trade entered 
and cleared the port annually. Most 
of New Haven’s foreign trade then was 
with the West Indies. It was to serve 
local distribution and foreign commerce 
alike that the New Haven Bank was 
founded, and its history has followed 
the same general pattern as that of the 
other old banks—steady growth indi- 
cated by frequent increases in capital 
and enlargement of quarters from time 
to time as the population and business 
of the city, state, and nation grew apace. 
Throughout its entire long history, this 
bank has remained on the same site. 

To give a recital of the individual 
histories of each of the older American 
banks would involve a discussion of 
canals, railroads, clipper ships, the 
whaling industry, and many other in- 
dustries of the past and present. It is 
safe to say that every bank that has 
passed the century mark is, ipso facto, 
a successful institution, and that it has 
been a helpful one in its own community 
and beyond. Here is a roll of twenty- 
six additional American banks which 
are 128 years old or over: 


Bank of the Manhattan Company, New 
York, 1799. 

Washington 
R. I., 1800. 

Middletown National Bank, Middletown, 
Conn., 1801. 

Beverly National Bank, Beverly, Mass., 
1802. 

Plymouth 
Mass., 1803. 

Newport National Bank, Newport, R. I., 
1803. 

Philadelphia National Bank, Philadelphia, 
Pa., 1803. 

State Bank of Albany, Albany, ‘N. Y., 
1803. 

Strafford National Bank, Dover, N. H., 
1803. 

Strafford Savings Bank, Dover, N. 
1803. 

Naumkeag Trust Company, Salem, Mass., 
1803. 

Worcester County 
Worcester, Mass., 1804. 

Pacific National Bank, Nantucket, Mass., 
1804, 

National Newark & Essex Banking Com- 
pany, Newark, N. J., 1804. 

Trenton Banking Company, 
N. J., 1804. 

Cheshire National Bank, Keene, N. H., 
1804, 


Trust Company, Westerly, 


National Bank, Plymouth, 


i. 


Trust Company, 


Trenton, 
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Farmers National Bank, Annapolis, Md., 
1805. 

Easton National Bank of Maryland, Eas- 
ton, Md., 1805. 

First National Bank & Trust Company, 
Bridgeport, Conn., 1806. 

First National Bank, 
1806. 

New London City National Bank, New 
London, Conn., 1807. 

Mohawk National 
N. Y., 1807. 

Farmers Bank of the State of Delaware, 
Wilmington, Del., 1807. 

National Bank of New 
Brunswick, N. J., 1808. 

National Bank of Chambersburg, Cham- 
bersburg, Pa., 1809. 

National Bank of Washington, Washing- 
ton, D. C., 1809. 

York National Bank & Trust Company, 
York, Pa., 1810. 

National Marine Bank, Baltimore, Md., 
1810. 

Farmers Bank & Trust Company, Lan- 
caster, Pa., 1810. 


Baltimore, Md, 


Bank, 


Schenectady, 


Jersey, New 


There is one bank in the foregoing 
list—the State Bank of Albany, New 
York—which perhaps should be men- 
tioned particularly, for two reasons— 
because, like the Bank of New York, 
it recently reverted to its original name, 
and also because it has preserved in the 


front wall of its present skyscraper 
home the facade of its original building 
erected in 1804. It has continuously 
occupied the same piece of property on 
State Street throughout its entire his- 
tory. In order to preserve that con- 
tinuity of locale, during the construction 
of its present building several years 
ago the facade of the first structure was 
moved intact a distance of thirty-five 
feet to become the entrance portal of 


the modern bank and office building. 
Nobody knows today what the future 


has in store for American banks and 
banking, but, as Daniel Webster once 
said, “The past, at least, is secure,” and 
undoubtedly we should be appreciative 
of the example afforded by our score 
or two of centenarian banks which have 
demonstrated conclusively that honesty, 
ability, alertness, sound judgment, and 
the right amount of conservatism, com- 
bined with a sincere desire to help de- 
positors and the public, have their re- 
ward in a long life of usefulness to the 
community. 
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Is your safe deposit business a 
liability or an asset to 
your bank ? 


By JULIEN JANIS 


HE safe deposit business had its 

inception seventy-three years ago, 

with the organization of the Safe 
Deposit Company of New York in 1865. 
A year later the Fidelity Trust Com- 
pany of Philadelphia advertised “Tin 
boxes for papers of bankers, capitalists, 
merchants, lawyers and families, will 
be received at $25.00, liability limited.” 
Today there are approximately 13,000 
safe deposit companies, banks and 
branches with an estimated number of 
14,000,000 boxes in the United States. 
The Bureau of Internal Revenue reports 
a total tax of $2,017,000 collected on 
safe deposit boxes for the calendar year 
of 1937. 

The safe deposit business is now con- 
sidered by bankers throughout the 
country to be an indispensable part of 
a bank’s equipment, and as for your 
patrons who are included in those per- 
sons who are thrifty and saving, they 
would be at a great loss for the service 
which provides them with a private steel 
lock box, guaranteed against fire, burg- 
lary and thieves, which can be had for 
the amazingly small rental of $5.00 a 
year, and even for as little as $2.00 a 
year in some small banks. In addition 
to this guaranteed protection to the con- 
tents of his box, the renter receives 
gratis many of the bank’s valuable serv- 
ices, such as the use of telephones, sta- 
tionery, etc., plus the assistance and 
advice of the bank’s officers in relation 
to his personal and. financial affairs. 

In view of this service, it is not sur- 
prising that the banks now realize that 
they should increase the yearly rental 
of their safe deposit boxes, in order 
that they may receive a fair and ade- 
quate return for such valuable service 
rendered, and notwithstanding the fact 
that your safe deposit business is not 
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paying a profit or a sufficient profit on 
your investment, you must not overlook 
its value as a convenient necessity to 
your bank patrons, nor the business 
that it brings to other departments of 
your institution. 


This article is based on a re- 
cent address before the Missouri 
Bankers Association. The author 
is president of the Missouri Safe 
Deposit Association and manager 
of the First National Safe De- 
posit Company, St. Louis, Mo. 


Wih this rapidly growing interest 
which bankers are taking in their safe 
deposit business, I venture to say that 
it will not be long before the safe de- 
posit department of every bank will 
undergo an analysis as do the various 
other departments of a bank, with the 
effect that the rate of box rentals will 
be increased and the business placed 
on a basis upon which it will pay a 
reasonable profit. And then, if the safe 
deposit business of your bank is ac- 
tually earning a return on its invest- 
ment; if it is producing new business 
for other departments of the bank; if 
it is conducted under a carefully studied 
system, which will protect both the box 
renter and the bank, then your safe 
deposit business will be definitely an 
asset and not a liability to your bank. 


Business May Become a Liabilty 


Although we believe it to be an es- 
tablished fact that the safe deposit busi- 
ness can be a worthy asset to a bank, 
no matter how small the bank, we must 
not fail to bear in mind that this ap- 
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parently harmless little business, which 
appears as innocuous as the proverbial 
March lamb, is capable of facing about 
and becoming the greatest liability your 
bank has ever assumed. This statement 
may sound extravagant, but I assure 
you it is not based on conjecture, for 
all that one has to do to convince him- 
self of this fact is to investigate the 
numerous cases on the court records, of 
lawsuits brought against banks and safe 
deposit companies which are based on 
the claims of property missing from 
safe deposit boxes. 

The bank which undertakes to carry 
on a safe deposit business must appre- 
ciate that the relationship of a bank to 
a safe deposit customer is one of a 
highly confidential and_ responsible 
character, and calls for the highest de- 
gree of diligence, care, and discretion 
on the part of the bank in carrying out 
its obligations to its customers. 

Let me read here what the court said 
in a certain Federal case, referred to 
by Waldron H. Rand, Jr.. vice-president 
of the Commonwealth Trust Company 
of Boston. in his address on “The 
Growing Hazards and Liability in the 
Conduct of Safe Deposit Business.” 


Persons depositing valuable articles with 
safe deposit vaults expect that such meas- 
ures will be taken as will secure the prop- 
erty from burglars outside and from thieves 
within and also that they will employ fit 
men, both in ability and integrity, for the 
discharge of their duties. An omission of 
such measure would in most cases be 
deemed culpable negligence so gross as to 
amount to a breach of good faith, and con- 
stitute a fraud upon the depositor. 


This admonition refers to the physi- 
cal safeguards which are thrown about 
your vault, in addition to the sound 
and discriminating judgment you exer- 
cise in the disposition of the many com- 
plex problems of the business, a few 
of which I will here recite: 

Passing upon the legality of various 
court orders. 

Honoring or rejecting powers of at- 
torney. 

Granting access to administrators and 
executors under various conditions. 

Accepting proper authority from cor- 
porations, partnerships and societies for 
access to their boxes. 
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Exercising care in making contracts 
which might otherwise involve your 
bank in legal controversy. 

Handling claims of loss of property 
reported missing from boxes. 

Dealing with receivers, guardians, 
curators, trustees, and agents. 

Knowing when to say yes or no when 
a questionable demand is made for ac- 
cess to a box. 

Being scrupulously careful in handl- 
ing details of operation of your busi- 
ness, so as not to incur serious liability 
for your institution. 

When the safe deposit business came 
into existence, the legal profession was, 
and I think still is, unable to decide 
into just what category it belongs. At 
first it was thought that the relationship 
in law between a bank and its safe de- 
posit customer was that of bailee and 
bailor and that the relationship was 
that of ordinary bailment, which is a 
relationship as old as the hills, where 
one person gives another his personal 
belongings for safekeeping. This rela- 
tionship was later doubted, because a 
bank did not actually take into custody 
the personal property of a customer 
when it rented him a safe deposit box. 
Therefore, it was decided that our status 
must be that of landlord and tenant 
and this decision would have no doubt 
been final, except for the existence of 
our guard key, and because of it, there 
has been endless discussion as to 
whether or not the bank exercises con- 
trol over the contents of a safe deposit 
box, in a legal sense. 

However, even though we do not know 
into just what pigeonhole the legal 
profession will decide to drop us, we 
do know that if a bank takes for safe 
keeping the personal property of a cus- 
tomer without making a charge, it as- 
sumes the responsibility of a gratuitous 
bailee, and if it accepts property for 
safe keeping and makes a charge for 
it, the bank assumes the responsibility 
of bailee for hire, either of which is a 
very hazardous responsibility to assume. 

I take the liberty at this point to 
quote the following paragraphs, from 
a most interesting and instructive ad- 
dress, delivered by Herbert C. Hirsch- 
boeck, attorney, before the Wisconsin 
Safe Deposit Association, on the sub- 
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ject of “The Importance of the Safe 
Deposit Contract.” 


That is the situation of ordinary bail- 
ment and you folks can well understand 
why you cannot be left in your safe de- 
posit box business in the status of bailee 
for hire, because all that will be necessary 
is for a man to come in and place some 
securities in a box, or convince the jury 
afterwhile, that he did, and come in later 
and show that they were missing and con- 
vince the jury that they were missing. 

Between the two, if the jury believes 
that story, the bank or safe deposit box 
company is going to have a difficult time 
to show or account for the loss of that 
property. You are in a vulnerable position 
if you are left merely as bailees for hire 
and that is one of the principal reasons 
for waking a form of contract which puts 
you in a different classification than or- 
dinary bailee for hire and protects you 
from what might be many fraudulent claims 
that you would be answerable for. 

Some of these risks may be slight, but 
you must remember that the contents of 
your safe deposit boxes are very valuable, 
in most instances, and one little occasion 
to have this protection, a contract, may be 
of great consequence and of mighty im- 
portance to you. 


I wish to enumerate here, a few im- 
portant advantages of having your safe 
deposit patrons sign a contract: 

The renter acknowledges receipt of 
the keys to his box, and agrees to pay 
the cost of opening the box, if the keys 
are lost. 

He agrees to the hours the vault will 
be open for business. 

The bank reserves the right to ter- 
minate the contract of an undesirable 
renter. 

The renter agrees that the bank is 
not to accept authority for access to his 
box, unless it is executed upon a regular 
form of power of attorney, duly ac- 
knowledged. 

The renter agrees that “improper 
opening of his box is not to be inferred 
from the loss of the contents of the box, 
and affirmative and conclusive proof of 
loss must be given to charge the com- 
pany with liability thereof. 

A contract gives the bank the right 
to force open a renter’s box for non- 
payment of rent. 

The renter agrees to the rules and 
regulations of operating the vault. 

A contract puts the bank in a classi- 
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fication in the eyes of the law which 
is decidedly to its advantage. 


Cases of Mysterious Disappearance 


Now that we have been looking at 
our business through eyes of the attor- 
neys and the courts, in a more or less 
general way, let us take a concrete ex- 
ample of a case of claim of loss from 
the contents of a safe deposit box, which 
is frequently termed “Mysterious Dis- 
appearance.” 


A box renter, who is a citizen of good 
character, calls at the cashier’s desk. 
He appears to be very nervous and 
rapidly relates his story: 

In 1929, I withdrew $5000 in currency 
from my bank account and placed it in my 
box in your vault. T[ put it in one of your 
large envelopes, in which I had $4650 in 
currency; this was a part of some money 
I inherited and the rest was saved from 
my salary. I have just been to my box and 
all of my money is gone—the whole $9650 
—only the empty envelope was left. 


In further conversation between the 
renter and the cashier, it developed that 
the box renter had a witness who saw 
him place the $5000 in the box and in- 
sert it in an envelope containing other 
currency. The bank’s records verify 
the renter’s statement of the withdrawal 
of his money, and show access to his 
box at that time. The cashier is mys- 
lified. He has no way of knowing what 
the renter put in or took out of his box. 
He is sure that his employees are per- 
fectly honest. He has known this box 
renter for years and believes him to be 
honest too. The cashier is at his wit’s 
end. Suit is brought against the bank 
to recover the $9650. 

Now, the reason why a suit of this 
character places the bank in such a 
hazardous position is because the plain- 
tiff does not have to prove that one of 
your employees or any other particular 
person opened his safe deposit box and 
took his money. All that this plaintiff 
has to do, is to convince the jury that 
his money was in his box. Then the 
responsibility rests upon the bank to 
prove that it has been a conscientious 
custodian, and has conducted its safe 
deposit business under a_ recognized 
code of safe and sound rules and regu- 
lations. If the bank cannot do this, it 
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will certainly lose its case nine times 
out of ten. 

I had the president of a small bank 
say to me on one occasion, “Mr. Janis, 
it’s all right for a large bank like yours 
to have all these rules, but you see ours 
is only a little bank in a little town. 
We know all our people. Why, those 
boys are perfectly honest; I’ve known 
them ever since they were knee high.” 

Now, I think the answer to this bank- 
er’s statement is simply this, “You may, 
Mr. Bank President, know your people 
so well that you are inclined to permit 
them many dangerous liberties, and as 
to the character of your employees, they 
may be as honest as the day is long, 
but that fact will not offset the preju- 
dice against you in court, if your 
method of doing business is careless.” 
Then, the very fact that your bank is 
small, means that if a mistake occurred 
through your careless methods which 
caused you to lose, say $20,000, that 
amount would be a considerable loss to 
your institution, while it would be a 
comparatively small loss to a large 


INTERMEDIATE CREDIT 


REPORT is current of a plan to 
form an intermediate credit bank, 
the capital to be subscribed by the 

existing banks of the country. While 
details of the plan have not been worked 
out, the apparent object of the proposed 
bank is to provide for making loans 
such as the other banks do not feel 
warranted in making, either because of 
the undue risk involved or because such 
loans are practically grants of capital. 

Presumably, the organization of this 
institution is designed to meet the criti- 
cism of the banks for not being suffi- 
ciently liberal in their lending policies, 
and should its operations prove suc- 
cessful, some warrant would appear for 
this criticism. But the underlying prin- 
ciple involved would seem to be that of 
distributed risk. Thus, an individual 
bank, if making a large loan of a char- 
acter of those which the proposed bank 
will make, and should such loan turn 
out a loss, in whole or large part, the 
existence of the lending bank might be 
threatened. But if practically all the 
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bank. Therefore, I am of the opinion 
that a small bank cannot be too par- 
ticular as to the manner in which it 
conducts its safe deposit business. 

We may look at our business from 
various angles, but we must conclude 
that it cannot be taken too lightly. How- 
ever, the hazards and serious responsi- 
bilities which are a necessary part of 
it can be greatly minimized and many 
unnecessary losses avoided, if we are 
prepared to meet them. And we can 
be prepared to meet them if we will 
take part in our local group meetings 
and become members of our State Safe 
Deposit Association, for it is through 
them that we obtain the knowledge of 
our business. 

As a last word, let me ask those offi- 
cers who supervise their safe deposit 
business, regardless of its size, to estab- 
lish systems of conducting it which will 
insure the safety of their banks and 
everyone concerned. If they will do 
this, their safe deposit business will be 
an asset and not a liability to their 


banks. 


BANK BEING DISCUSSED 


banks should be holders of the shares 
of the intermediate credit bank, the loss 
would be far less serious. 

If the operations of the proposed 
bank should prove unsuccessful, result- 
ing generally in large losses, this would 
justify the claims of the banks that the 
loans they have not been willing to 
make were not such as should be made 
by banks of any kind. On the other 
hand, should the proposed bank when 
organized prove both safe and _profit- 
able in its operations, this would show 
that there is a class of loans which 
individual banks may not be justified in 
making, but that they can be made by 
a jointly-owned bank where the risk is 
widely distributed. The success of the 
proposed bank might end present out- 
side banking competition, and also pro- 
vide substantial and welcome profits to 
the shareholding banks. 

Whether such an organization, call- 
ing for united effort among the banks, 
can be formed and kept going, remains 
to be seen. 
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Improving banking methods 
through research 


By Henry F. KoLier 


ROM the title of this article one 
might draw the impression _ that 
banks are now adopting the test- 
tubes and microscopes of the scientific 
research laboratory. And such is much 
nearer the truth than might at first seem 
to be the case. Though the test-tubes 
and microscopes are absent, research as 
applied to banking is now an everyday 
process. Instead of intricate mechani- 
cal devises banking research employs 
the intelligence of personnel to solve 
practical problems of operation, to strip 
ideas and systems to their essential ele- 
ments, and generally to produce a bet- 
ter and more valuable product, intan- 
gible though that product may be. 
Not long ago I had the opportunity 
of visiting research laboratories of auto- 
mobile manufacturers and oil refineries. 
In each case the outstanding impression 
I gained was that the men in these 
laboratories were not searching so much 
for new ideas or new products as for 
ways of improving and developing ex- 
isting products and methods in order 
that the ultimate user might gain a 
maximum of pleasure and service. The 
same is the case with research in bank- 
ing, however much the banker’s product 
and the banker’s research tools may 
differ from those of the scientist. 
Banking research should have as its 
main objective simplified and efficient 
methods of operation, which in turn 
involves the consideration of such ques- 
tions as the reduction of overhead costs 
and the codrdination and development 
of personnel. If it is agreed that this 
is indeed the main object of banking 
research, three corollaries become im- 
mediately apparent: 1. Research can- 
not be allowed to become too theoreti- 
cal lest it be a hindrance rather than 
ahelp. 2. It cannot be lengthy or in- 
volved without resulting in slower op- 
eration and increased costs. 3. It must 
concise or the accumulation of too 
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much data will drag the case on for 
month after month with little or noth- 
ing being accomplished. 

The solid foundation on which all 
research rests is simplicity—the reduc- 
tion of every problem to its barest es- 
sentials. A multiplicity of details be- 
gets confusion and confusion results in 
expense. Take for example the item of 
the cost of printed forms, one of the 
largest units handled through the. re- 
search division. Where banks have 
numerous branches and decide that 
each branch shall route its own items, 
the address should be on the forms and 
additional copies should be sent to the 
main office. One generalized form with 
spaces provided for the address to be 
typed in will do the job and provide 
in the one form the necessary material 
for all branches and for the head office 
copies. This may sound like a very 
small thing in itself, yet where many 
branches exist these forms run to quite 
an item of cost. Bank forms are con- 
stantly in need of revision and should 
be judged on the basis of adequacy, 
adaptability and _ necessity. Where 
forms are to be reordered some central 
bureau should handle the details of the 
reprint. Often forms can be made to 
serve a dual or treble purpose, if suffi- 
ciently well thought out. I have in 
mind those used for acceptance work 
which can be used for both foreign and 
domestic acceptances; collection forms 
which can be adopted for both domestic 
and foreign items, and credit and debit 
tickets which can be used throughout 
the bank by simply typing in the divi- 
sion or department passing the entry. 

Some forms are obviously duplica- 
tions and these can easily be eliminated. 
Others are unwieldy and unsuited for 
handling work in volume. These de- 
fects can be remedied by the research 
division. Forms should also be studied 
for size, weight of paper, compactness, 
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and ruled or unruled sheets. A change 
in the size and weight in paper can be 
a direct saving for the bank, for while 
the amount in any one year may not 
be great, over a period of time the 
economy will tell. Another idea for 
the division will be to review the print- 
ing costs in connection with each form 
and secure competitive bids. The sav- 
ings here may also more than offset the 
departments’ expenses and time. The 
quantity ordered should also be taken 
into consideration, for often by order- 
ing in round lots of 10,000 or 100,000 
the cost will be much less per item. 
Most forms are printed upon one side 
only, and in scrapping an old form, 
these can be easily cut down and bound 
inexpensively into pads for office scrap 
paper. 

Machinery is just as important in 
banking as in industrial fields, and ob- 
solete equipment may cost the institu- 
tion thousands of dollars by inefficient 
operation. Here again it is not as much 
a question of installing entirely new 
machines as it is of adopting the pres- 
ent machinery to additional work. A 
change in operating mechanisms often 
can be suggested by the operating de- 
partmental head that will make one or 
more operations on the same machine 
practical. By a study of the newer 
models and latest inventions for attach- 
ment to the older machinery a bank 
may renovate its equipment without 
placing additional forces on the pay- 
roll. New machinery is a large item 
of expense to any organization and its 
installation is predicated upon the pos- 
sible savings, increased earning power, 
and additional efficiency. Therefore a 
study of the hours of operations, items 
handled, etc., will furnish a basis for 
the decision as to new equipment and 
also furnish a possible guide for the 
setting up of amortization for the write- 
off of the machinery in use. These 
points are essential to banks. 

The study must be made in the light 
of present needs and future growth. 
The question for every banker to pon- 
der is: “On the basis of present equip- 
ment and in the light of future business 
have we all the necessary machinery to 
handle the volume.” Certainly we are 
not going to continue at the present 


pace and increased volume should be 
handled without increased operating 
expenses. It is always essential to re- 
view all the phases of banking opera- 
tions with the idea to mechanization 
for speedier operating and _ possible 
economy. 

The research department can also be 
very useful in determining per item 
costs which today more than ever are 
the basic factors for banks to consider. 
Thus both reasonable and _ intelligent 
service charges can be applied and ex- 
plained. One such case I know of is 
that of the trust department where often 
the fees are based upon the dollar value 
of the securities rather than on the 
risks assumed or the services rendered, 
and consequently the department may 
often be operating actually in the red. 
The foreign department can be made 
profitable by reasonable and adequate 
charges being made for its services. 
Even the credit department, which is 
never considered as an earning branch, 
can be a source of revenue for reports 
which it submits—especially for non- 
clients. Thus the research department 
can be utilized for an adjustment of ex- 
pense within the income figure of the 
bank. Control of expense must be a 
continuous process and once established 
must be carried out both in letter and 
spirit with budgetary appropriations. 

Now for the personnel activities. You 
cannot buy loyalty, enthusiasm, or 
eagerness in employees. The bank must 
actually deserve that type of personnel. 
The jobs are there to be filled; the per- 
sonnel manager must place therein the 
most likely persons to fill them. The 
research department can codperate with 
the personnel by furnishing manuals of 
procedure for each department and 
guides for employees, by adopting em- 
ployees’ suggestions in regard to op- 
erations, by planning their recreations 
for them if necessary and by keeping 
them in the forefront by supplying 
newspapers covering their sports, hob- 
bies, and other past-times. This may 
be a far cry from research as we are 
wont to think of it, but watch the re- 
sponse and the results. For the higher 
the type of personnel a bank attracts, 
the better is its standing in the com- 
munity. 
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RESEARCH AND BANKING 


By Graypon Bower 
Director, Trade Research, Marine Midland Banks, Buffalo, N. Y. 


¢¢T p ESEARCH” has come to be a 
term to conjure with, and its 
recent increasing appearance in 

connection with banking contributes to 

the importance attaching to any sug- 
gestion of significant change in a busi- 
ness with the economic status and 
characteristics which banking has. 
Financial analysts weigh the research 
expenditures of corporations as impor- 
tant commentary upon the character of 
management. In the popular mind re- 
search is the epitome of the technologi- 
cal and industrial strides of the past two 
decades and, per se, tends to be re- 
garded as assurance of progress. The 


Among bankers themselves there will 
be many quick to point out that re- 
search is no current innovation in their 
field. It will be properly maintained 
that the typical activities of bank offi- 
cers, ranging from business develop- 
ment to the making of a wide variety 
of loans and investments, inevitably 
have a practical research character. 
These are codrdinated into a breadth 
of experience and viewpoint for which 
business looks to the banker, and 
his wide business acquaintanceship 
is available to customers with particular 
product or other problems. Banks have 
engaged in extensive research in indi- 








“Research in banking is basically akin to research in other fields. 
It is no panacea. It promises no vast new horizons. But over the 
centuries the business of banking has demonstrated its adaptability 
to changing conditions and in today’s circumstances it can call upon 
research in achieving that close relationship of business and bank- 
ing which is vital to both and which has always made the banker a 
major factor in economic progress.” 





genuine research attitude and practical 
experience notwithstanding, “research” 
has acquired something of the aura of 
a panacea and has become the glamour 
word of the everyday economic vocabu- 
lary. 

The recent emergence of the term in 
relation to banking is likely, therefore, 
to suggest to some laymen that bank- 
ing may be experiencing a major meta- 
morphosis and, by inference, belatedly 
catching pace with present day indus- 
trial and commercial tempo. With the 
phenomenal growth of the plastics in- 
dustry and like results of applied re- 
search in many fields so widely pub- 
licized, there may be envisioned the 
possibility of intriguing new horizons 


for banking and its contribution to the 
common weal. 
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vidual customer situations. Many have 
retained outside specialists, sometimes 
on a permanent basis. Field investiga- 
lion is accepted practice in connection 
with larger investment portfolios. Banks 
have had professional surveys made of 
their own services and the potential 
markets for those services. Various or- 
ganization methods have been worked 
out to foster close banker-customer re- 
lationship under present day circum- 
stances. Moreover, in more recent 
years many banks have actively engaged 
in the correlated planning and operation 
which is of the essence of the research 
technique. 

To some of these and to other bank- 
ers “research” will suggest bulky and 
expensive accumulations of facts and 
files and something of a cloistered at- 
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mosphere, all very interesting and per- 
haps quite impressive but only loosely 
geared to business and banking prac- 
ticalities. The average banker is not 
likely to be very amenable to a new 
non-profit “service” after a period in 
which such operations have been care- 
fully pruned. There will be bankers 
aware of solid value in seeming intan- 
gibles and of the merits in so-called in- 
dustrial research in connection with 
smaller customers but who will see 
practicable limits and will question the 
substance in such activity in relation to 
typical clientele. 

To get at the realities, and to syn- 
thesize and appraise potentialities grow- 
ing out of experience over a consider- 
able period of time, the Marine Midland 
group three years ago established a 
trade research division. Set up as a new 
and entirely separate entity, the objec- 
tive of this department was to provide 
a specialized focal point complementary 
to normal bank activities and to set in 
motion, as basic to the method, an or- 
ganized program of correlation and de- 
velopment. 


The Trade Research Division 


In conception and practice the divi- 
sion has not been primarily concerned 
with either business development or 
with loans or with investments, but has 
been made applicable to all major 
phases of bank operation. Every effort 
has been made to keep the department 
closely keyed to and identified with 
normal banking activities. The capacity 
of the division is emphatically not as 
an advisor to business or as a substitute 
for normal business procedure but is 
that of a fact finding and implementing 
agency, definitely banking in character, 
and there has been no publicizing of 
the department’s work except by direct 
contacts with industry and trade as op- 
erations have expanded. 

The period of operation of the divi- 
sion has not been sufficient to be con- 
clusive, but the past three years have 
considerably filtered possibilities into 
practicalities and, basically, have dem- 
onstrated the active value of this re- 
search activity in achieving a working 
present-day realization of the tradi- 
tional and very vital close relationship 
404 


of business and banking. Under mod- 
ern conditions, this relationship has 
been complicated by the fact that, even 
among smaller business units, plants 
and products and _ problems have 
typically so spread out as to consider- 
ably change the acquaintance possible 
when the customer’s place of business 
was within reasonable vision. An ac- 
companying factor had been the in- 
creasing specialization in executive per- 
sonnel and_ responsibilities both in 
business and banking, of course par- 
ticularly among the larger units. This 
has had a tendency not only to special- 
ize customer-banker acquaintance but 
also to limit practicable frequency of 
executive contact and, on the basis of 
time alone, to preclude the breadth of 
informal discussion of the wide variety 
of business conditions and trends which 
bear importantly upon banking relation- 
ships. 

Several characteristics are responsible 
for the contribution of the trade re- 
search division in these circumstances. 
Primarily and largely it “talks shop,” 
in the language of and about the things 
that are business. It makes a definite 
point of having no responsibility for 
discussing specific banking relation- 
ships. It is thoroughly informal. It 
is peculiarly a cumulative and continu- 
ing process. It is interested in what 
seems to be in the making for to- 
morrow. 

The fact that the division talks shop 
considerably broadens the scope of 
banking acquaintance. The bulk of 
contacts are with operating personnel 
about operating matters, and are not 
restricted to essentially financial phases. 
The range of business operations is 
typically so extensive that the same per- 
sonnel in a given company is not likely 
to be too consistently seen. In prac- 
tice it develops that the research man 
seldom calls upon those otherwise con- 
tacted by his bank associates. Nor are 
his sources limited to current and rea- 
sonably’ potential customers, for bank- 
ing aspects are incidental to an operat- 
ing or technical executive engaged in a 
relatively sophisticated discussion of 
practicalities. And conversations pleas- 
antly handicapped by laboratory rou- 
tine or the nearby din of a four-high 
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A POLICY OF LONG STANDING 


Ss aiaaatissps effective correspondent bank 


service is a traditional policy of the Chase 
National Bank. Supplying the New York and foreign 
banking needs of out-of-town institutions has been a 


dominant factor in its development as a world bank. 


The Chase now enjoys relationships with thousands 
of important banks throughout the United States, 
and is familiar with banking problems and needs in 


all sections of the country. 


Many banks find that by utilizing Chase facilities 


they broaden their own service to customers. 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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continuous strip mill have an inevitable 
and desirable informality. 


What the Research Man Must Know 


A basic requisite for successful func- 
tioning of such a program is that the 
research man must have more than an 
evidently superficial knowledge of what 
he talks about. To do so, he need not 
necessarily be a technical expert, and 
in the trade research division is not. 
His principal interest is in the broader 
implications and these implications may 
well be more discernible in the absence 
of finely detailed technical discussion. 
Sources are developed that can short- 
cut the technicalities when it may seem 
necessary to get into them, whether in 
the interest of the bank or to assist a 
client. Above all he must have an open 
and inquiring mind. Selective reading 
of trade publications helps provide and 
continue a good background. But the 
best source of current and _ pertinent 
working knowledge is personal discus- 
sions on a shoptalk basis and the ex- 
perience of the trade research division 
demonstrates the surprising fashion in 
which reasonably thorough working 
familiarity with industries and _ trades 
cumulates and dovetails through the or- 
ganized application of research-minded 
personnel. In practice today’s discus- 
sion of steel touches upon yesterday’s 
conversation about oil, and contributes 
to tomorrow’s review of current rail- 
roading; details may differ consider- 
ably but the broader aspects of a new 
merchandising development in the tire 
trade may be similar to those of a cur- 
rent trend in farm implements. 

Under an organized program the 
cumulation of working knowledge 
builds up a practical perspective that 
is highly important. This perspective 
considerably facilitates general ap- 
praisal of trade data and developments. 
Particularly it guards against a tempt- 
ing but unwarranted degree of interest 
in developments which may be intrigu- 
ing but are not fundamental and not 
of active and immediate concern to 
practical business personnel. 

Given this approach and perspective. 
the research program leads in two 
broad but essentially closely related di- 
rections. One is the point of view of 


business, both customer and non-cus- 
tomer. Informal acquaintance with a 
wide. group of sources .and ability. to 
cut through to essentials and practical 
interpretations, with detailed technical- 
ities left to those immediately interested, 
enables the research operation to serve, 
within proper limits, as a mutually 
welcome clearing house for ideas and 
developments with active industrial and 
commercial value. This has tangible 
importance to smaller business units 
and, experience demonstrates, to larger 
companies as well. Major corporations 
are keenly interested in new product 
or production or related possibilities 
encountered in the research process and 
selectively appraised by the proper re- 
search perspective. These aspects, aside 
from other considerations, warrant a 
constructive research attitude toward 
the many new enterprises encountered 
by the activity and for which it can 
desirably serve as a bank focal point. 

The rounded banking research pro- 
gram reaches well beyond codperative 
contact with business on the basis of 
product development and production. 
These are important but typically they 
are not dominant factors in a going 
business, and they may be distinctly 
subordinate to other phases in which a 
contribution can be made. by banking 
research. The average business man, 
administrative or executive, large or 
small, client or non-customer, is in- 
terested in informally reviewing the 
practicalities, ranging from new mer- 
chandising trends to personnel develop- 
ments, where there is reasonably well 
grounded knowledge of them. He wel- 
comes a point of view in which the de- 
tails and demands of his own business 
do not bulk so necessarily large. In 
recent trying years he has often been in- 
terested in opportunity to discuss im- 
portant aspects of the business without 
possible adverse influence on organiza- 
tion morale. The research relationship 
facilitates unofficial discussion of more 
financial phases, whether sales credit 
policies or balance sheet factors. Par- 
ticularly in connection with smaller 
and newer companies, the research man 
often assumes more of the role of the 
banker, moving from product tangibles 
to draw upon his banking background 
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and informally discuss finanical funda- 
mentals which, too many times, are so 
inadequately understood or stressed as 
to jeopardize otherwise sound enter- 
prises. 

The active customer expects to con- 
sult with his banker about such matters, 
even if they do not immediately bear 
on banking requirements. This is the 
traditional and appropriate relation- 
ship, and it is happily furthered by re- 
search activity. To complementary dis- 
cussions along these lines the research 
approach brings an unofficial informal- 
ity and a reasonably active working 
knowledge of the characteristics and 
practicalities of the business and trade. 
In the shop there is first-hand view of 
individual inventory or production 
schedule requirements or the physical 
reasons for plant changes. Typically 
there are many less as well as more 
favorable developments, warranting ac- 
tive management interest although their 
ultimate importance can not be imme- 
diately gauged, which can be readily 
reviewed under these circumstances. 


Dealing With Non-Customers 


_ The research atmosphere carries read- 
ily into the non-customer area. The 
fact that he is not a client does not 
qualify the professional interest of an 
operating or administrative executive in 
new products, a different viewpoint, a 
relatively informed discussion of cur- 
rent practicalities. Most larger com- 
panies themselves engage in research 
which is basically similar to banking 
Interest in what is making things tick, 
or miss occasionally. In many cases 
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there is mutually productive direct con- 
tact with industrial researchers. The 
cooperative attitude of these non-cus- 
tomers testifies to a business conception 
that the objectives of bank research are 
in the fundamental interest of a given 
business and business as a whole. 

From the viewpoint of the bank there 
are various values in the widened scope 
and character of acquaintance developed 
by an organized research program. Re- 
search calls broaden both customer and 
non-customer awareness of the bank 
and its active interest in their interests, 
with evident practical banking poten- 
tialities. The bank is brought into de- 
sirably informal contact with newer 
enterprises before banking aspects may 
acquire tangible dimensions. Business 
development activities can be consider- 
ably implemented by research depart- 
ment ability to formulate points of ac- 
tive interest to a given business, and to 
contribute or specifically develop ma- 
terial from sources supplementary to 
those readily available to the company 
involved. 


With proper perspective to filter and 
synthesize, these activities provide the 
bank with a continuing and informal 
and personalized acquaintance with 
practical details of a wide variety of 
present and potential customérs and 
channels for investment. The fact that 
research contacts are not confined to 
more or less specific bank interest of 
the moment is constructive. This knowl- 
edge is complementary to that accruing 
through typical bank activities. Through 
research developed sources it can be 
projected into as much detail as may be 
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desirable to supplement discussions be- 
tween senior business and banking off- 
cers. This material can have consider- 
able value in connection with investment 
activities, where typically there is not 
present the relationship developed in 
direct loans. Inherently the research 
approach contributes to a “going con- 
cern” sense of companies and of 
business in the large. Discussions of 
operating details and non-banking 
viewpoints can be productive of adapta- 
tions in banking services and financing 
channels which are mutually beneficial. 
Such suggestions often develop from 
sources to which new banking possibil- 
ities are only distantly applicable or 
of interest. In its normal procedure 
the activity may develop general con- 
cepts in a situation which is not of 
current interest to the bank but which 
may become so, in which event this 
groundwork is constructive. And as it 
pursues its continuing and accumula- 
tive process the research program ac- 
quires additional basis for appraising 
broader economic trends and implica- 
tions. 


The Question of Expense 


This function in the business of bank- 
ing need not be so expensive as might 
be anticipated. Complementary as it 
is, the research program draws upon 
the material and background accruing 
in normal banking operations and seeks 
to keep duplication at a minimum. The 
scope of the activity is highly flexible. 
The informal genesis of the trade re- 
search division was as a liaison agency 
for existing bank departments. The 
next step was local calls, both in con- 
nection with specific interests and to 
develop informal acquaintanceship with 
operating sources. The operating area 
has expanded, reflecting range of bank 
interests and the demonstrated value of 
diversified sources, but it is still con- 
fined to a relatively few business and 
industrial centers except where particu- 
lar situations are involved. It has been 
found that, if systematically sought, a 
good range of working trade knowledge 


is available within the localized area 
of the bank. Personnel need not be 
extensive and trade research division 
experience has been that one research- 
minded man with acquired perspective 
can sift through details and get at a 
practical gist of material cumulating 
from a substantial number of different 
business activities. A research frame of 
mind appears to be more important 
than ability to sleep well on long Pull- 
man jumps. 

Such a program is, in essence and 
substance, research. It is organized, 
with specific ultimate objectives. It is 
willing to take a look at almost any 
business detail or product development 
but strives to maintain the perspective 
which translates these into business and 
banking practicalities. In some phases 
it assumes more of the popular concep- 
tion of research. Any suggestion of 
new banking possibilities or aspects is 
a subject for exploration and develop- 
ment. There is a good deal of reading 
between the lines to get general implica- 
tions. In detailed surveys of individual 
industries, conclusions must be sought 
when the industry itself may not agree 
as to what lies ahead. Comments from 
scattered sources must be synthesized 
with a view to broader economic mean- 
ings, whether the matter be installment 
buying or emergence of a new export 
trade or cyclical business swings. There 
is even glamour, inescapable in watch- 
ing a modern steel mill make its first 
run or a new airplane take form, or in 
accompanying and expediting a new in- 
dustrial product from the idea stage 
through tribulations to dollars and 
cents, and banking, significance. 

Research in banking is basically akin 
to research in other fields. It is no 
panacea. It promises no vast new hori- 
zons. But over the centuries the busi- 
ness of banking has demonstrated its 
adaptability to changing conditions and 
in today’s circumstances it can call 
upon research in achieving that close 
relationship of business and banking 
which is vital to both and which has 
always made the banker a major factor 
in economic progress. 
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MUNICIPAL BONDS AS TRUST 
INVESTMENTS 


By Ropert V. WaLsH 
Assistant Trust Officer, Crocker First National Bank, San Francisco 


HE subject of municipal bonds is 

of growing interest to the invest- 

ment public. As present day in- 
vestment media for trust funds, munici- 
pal bonds are in greater demand than 
ever before. This is a remarkable fact 
when we realize this type of investment 
is not new, and that the principles upon 
which municipal bonds are based were 
in existence during Egyptian and Baby- 
lonian days. 

Public borrowing, however, is a re- 
latively recent institution, having been 
accepted and established throughout 
the world less than two hundred and 
fifty years ago. During the Middle 
Ages and even in ancient times gov- 
ernments borrowed funds, but their 
methods were crude in character and 


embodied relatively few, if any, of the 
significant characteristics of modern 


borrowing. When sovereigns were in 
need of money, loans were obtained not 
from the public but from vassals, rich 
merchants and professional money lend- 
ers. Repudiation was common. As 
civilization progressed, there developed 
out of these early forms the present 
day institution of public borrowing. 

Toward the close of the seventeenth 
century when such nations as France, 
England, Spain and Holland emerged 
from the Dark Ages, public borrowing 
became extensive and systematic. These 
countries waged wars against one an- 
other with a new object—destruction of 
trade. The technique of borrowing by 
the issuance of bonds to the people 
had its origin in this period. 

In our country public borrowing 
made its appearance prior to the 
American Revolution and at first was 
resorted to only for war purposes. Like 
many of our inventions and important 
ideas, it was borne of necessity; the 


— 


Adapted from a recent address. 


cause was lack -of money. During one 
of the earlier wars against the French, 
the Colony of Massachusetts lacked 
money to pay its soldiers, but it did 
have credit which was usable. Thus in 
1690, bills of credit were issued with- 
out maturity dates and bearing no in- 
terest. For these reasons they are 
classed by certain monetary historians 


‘Throughout the past century 
municipal investments have ex- 
perienced exceptional stability in 
the face of local calamities. San 
Francisco’s earthquake and fire 
of 1906 destroyed $400,000,000 
in property, but did not keep the 
city from meeting its obligations. 
The great Chicago fire in 1871 
did not prevent the payment of 
either principal or interest.’’ 


as an early effort of the colonies to 
promote the use of paper money. But 
since such issuance was in anticipation 
of tax collections, these bills of credit 
can be truly looked upon as our first 
experiment in municipal securities. 
Our history of present day state and 
municipal finance, in so far as it in- 
volves the creation and repayment of 
public indebtedness, dates from 1790 
when our Federal Government assumed 
the state debts incurred in carrying on 
the Revolutionary War. Throughout the 
colonial days and the first forty years 
of our republic, there was little need 
of borrowing for permanent improve- 
ments. The few necessary works such 
as the building of roads, bridges, streets 
and buildings were frequently handled 
by resorting to forced or voluntary 
labor. The small expenditures which 
had to be met were financed either 
from current taxation, the sale of pub- 
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lic land, voluntary subscriptions or lot- 
teries. Later came a stage of more 
rapid development and the need of 
larger funds. The result is that today 
our nation has upwards of two hundred 
and seventy-five thousand states, muni- 
cipalities and other political subdivi- 
sions possessing the power to pledge 
their credit in the issuance of bonds. 
Thus we have a field of investment, in 
all respects, comparable to the private 
or corporate field. 

Before attempting to discuss munici- 
pal bonds in the investment fields, it 
is well that we be sure of our funda- 
mental concept of such obligations. 
This type of security is a creature of 
aw, owing its incidence to law and 
particularly to statutory law. A statute, 
or more than one statute, is the origin 
of a municipal bond. The terms, the 
effect and the means of payment are all 
statutory. No other written instrument 
in use today, except the promissory 
note and the last will and testament, de- 
pends so much for its vitality upon 
satutory law. The two primary prin- 
ciples upon which the municipal bond 
is predicated are: first, the power to 
tax; and second, real estate is the basis 
of all credit. We should remember 
that if these fundamental principles are 
permitted to be circumvented, then im- 
pairment of municipal credit and ob- 
ligations inevitably follows. 

In the decade that followed the 
World War there was a marked rise 
in our standards of living and a phe- 
nomenal growth in our cities and towns 
sympathetic to the extension of busi- 
ness enterprise. This accounts for the 
increased availability and use of muni- 
cipal securities since the World War. 
During this period there was a grow- 
ing demand for new services and con- 
veniences, new standards of sanitation. 
transportation, beauty, additional police 
and fire protection and increased educa- 
tional facilities, as well as for many 
other comforts of present day life. 

Our national income in 1920 was 
about 74,000,000,000. By 1929 it had 
risen to $83,000,000,000. In this same 
period the total outstanding bonds of 
states, cities, towns and other political 
subdivisions increased from $6,000,- 
000,000 to approximately $15,000,- 


000,000. Since 1929, even in the face 
of reduced national income, our aggre- 
gate of municipal debt has advanced to 
about $20,000,000,000. This debt has 
not only grown at a faster rate than 
our national income, but today it bears 
a greater relationship to our national 
wealth. 

Recognizing that due to the expansion 
of municipal debt, bonds have found a 
larger scope of usage as an_invest- 
ment media than previously experi- 
enced, it is well to observe how the 
corporate fiduciary has used and is 
using this type of security. It is quite 
difficult to trace the use of various types 
of securities in the history of trust busi- 
ness because of the few available 
records. However, a few years ago 
Professor N. Gilbert Riddle of Ohio 
State University conducted a survey 
covering two hundred trusts in New 
York, Boston, Chicago, Cleveland and 
St. Louis. From his work we learn that 
real estate, real estate bonds and mort- 
gages occurred in a vast majority of 
the trusts that came into existence prior 
to 1916, while stocks came into more 
prominence in accounts set up after 
that’ date. Following these _ trusts 
through the subsequent years, Professor 
Riddle’s report indicates a steady growth 
in the use of municipal securities, es- 
pecially in some of the larger trusts 
subject to income taxes in the upper 
brackets. 

Today, we find municipal bonds are 
carrying a larger portion of the invest- 
ment burden than ever before. Only a 
limited number of railroad bonds that 
qualify as sound trust investments re- 
main. Most of the high grade public 
utility issues have been refunded into 
twenty-five to thirty-five year maturities. 
Thus the amount of bonds of this in- 
dustry that can be used without over- 
balancing the maturity program of an 
account is restricted. Few industrial 
bonds of prime quality yielding a rea- 
sonable return after taxes are available. 
The reason is that the industrial con- 
cern with a seasoned background and 
sound credit has had little need of bor- 
rowed funds in recent years. Further- 
more, with Federal income taxes rising 
and states turning to personal income 
for revenue, a still greater incentive 
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rests upon the corporate fiduciary to 
purchase municipal bonds wherever 
possible. be 

Despite the circumstances existing 
today favoring greater use of municipal 
bonds, there are many individual in- 
vestors and some corporate trustees who 
dislike this field of investment because 
of the incompetent management found 
in certain local governments and the 
difficulty of properly analyzing munici- 
pal bonds. There are others who look 
upon present prices as being too high 
and the resulting yield inadequate for 
the risk involved. Rather than spend 
our time evaluating such viewpoints, I 
think it would be more profitable to 
review the past record of municipal 
bonds. 

Throughout the past century munici- 
pal investments have experienced excep- 
tional stability in the face of local 
calamities. San Francisco’s earthquake 
and fire of 1906 destroyed $400,000,000 
in property, but did not keep the city 
from meeting its obligations. The great 
Chicago fire in 1871 did not prevent the 
payment of either principal or interest. 
In reviewing the major calamities en- 
countered by American municipalities 
during the past seventy years, we find, 
in every case, that payment of the prin- 
cipal obligations was wholly unaffected ; 
in every instance, except one, interest 
was paid in full. Galveston, Texas, for 
a five year period paid 50 per cent. of 
the specified interest, and thereafter 
paid interest in full. 

The record of municipal bonds 
through the last depression has been 
equally impressive. Although many 
governmental units defaulted during 
this period, less than 2 per cent. of the 
amount of outstanding municipal bonds 
has been in default and less than 1 per 
cent. is in default today. On the other 
hand, 6 per cent. of the public utility 
bonds, 16 per cent. of railroad bonds, 
38 per cent. of foreign bonds and an 
uncalculated amount of industrial bonds 
have reached a defaulted state. Regard- 
less of this outstanding record, we know 
from the experiences of the last six 
years that important weaknesses are 
Prevalent in municipal finance and the 
tapid growth of municipal debt has re- 
sulted in over-burdened communities. 
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As with all investment media, greater 
care is needed in the selection of mu- 
nicipal bonds and constant review is re- 
quired to safeguard invested capital. 

The predepression record of munici- 
pals did much to foster an over-confi- 
dence in this security. There was laxity 
in municipal accounting methods, short- 
sightedness in fiscal practices, careless- 
ness and, in some cases, inefficiency in 
management. Many institutional, as 
well as individual investors, believing 
municipal credit to be impregnable paid 
little attention to these practices. 

For the last fifteen years local gov- 
ernments have been indulging in 2 
spending spree. When the depression 
arrived, accompanied by declining tax 
assessment bases, as well as reduced 
revenue from other sources, debts be- 
came oppressive and no wonder! Worse 
still, this spending program continues 
today with communities competing for 
Federal funds. Many public improve- 
ment projects have been started for the 
specific purpose of taking advantage of 
the Federal funds available to cover a 
portion of the costs. Many of these 
projects are unnecessary and represent 
a lack of foresight and inefficient ad- 
ministration. The consequences are 
wasted funds and a greater debt burden 
to be met at some future time. 

Another factor leading to increased 
municipal indebtedness is the large ex- 
penditures for relief purposes. This 
burden is especially heavy on those 
communities having highly developed 
industrial activities. At present the 
Federal Government is carrying the 
major portion of our relief costs. If 
this responsibility be shifted to local 
governments before a strong business 
recovery is witnessed, the administrative 
programs of the local units will bear 
closer watching. 

One important observation comes to 
mind here and, that is, if the social 
problems common to large metropoli- 
tan areas are to become more burden- 
some and more difficult to direct, the 
wise and conservative municipal buyers 
are certain to shift their funds to ob- 
ligations of smaller governmental units. 
This leads to our main premise: that 
constant surveys of municipal securities 
are necessary to safeguard invested 
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capital. Complete analysis should in- 
clude a check-up of all the economic 
and financial factors of municipal gov- 
ernment. Only a few years ago many 
bonds were purchased because of their 
names. Occasionally, someone inquired 
concerning the amount of bonds out- 
standing, the assessed valuation or the 
population, and that was as far as the 
average check-up went. Overlapping 
debt, budgetary operations, financial 
position, sources of community income 
and ever so many other factors were 
completely ignored. Many investors to 


been sponsored by organized real estate 
interests. Its objectives are, in many 
respects, praiseworthy, particularly as 
they relate to inducing more economy 
in government and to encouraging 
diversification in the sources of munici- 
pal revenue. On the other hand the 
methods used are haphazard, misdi- 
rected, arbitrary, and in many cases 
merely represent selffish and _ short- 
sighted attempts to shift the tax load. 

Tax rate limitations, it is fair to say, 
are not always detrimental to municipal 
credit. The very common type that is 


“One might rightfully ask why risk trust funds in purchasing 
municipal bonds until the future is clarified. The answer lies in 
the realization that if social reforms are going to bankrupt munici- 
pal government and weaken our economic institutions, the con- 
centration of funds in the private or corporate field will not prove 
to be a refuge.” 


their sorrow have since learned the dis- 
astrous results of such procedure. 

We should remember that municipal 
rating services are no short-cut or sub- 
stitute for sound analysis by the buyer. 
Their lack of success rests mainly on 
the inability to determine what weights 
should be given to the respective eco- 
nomic and financial factors. These fac- 
tors, as related to economic and social 
conditions, are so varied as to make 
standardization impracticable. State 
“legal lists” cannot be depended upon 
as a guide in the municipal investment 
field. The statutory tests, likewise, have 
failed inasmuch as they have been based 
on the theory that public obligations 
could be purchased without question 
and that careful analysis was not neces- 
sary. Legal tests for municipal secu- 
rities are very incomplete and show no 
uniformity between the various states. 
The only tests to show any degree of 
success have been those used in the pub- 
lic utility field. 

There is a special feature of munici- 
pal finance that requires careful watch- 
ing. It is the movement of establish- 
ing by means of statutes, tax limitations 
and homestead exemptions which im- 
pair the tax base. This movement has 


imposed on operating costs, excluding 
debt service, is of little concern, if it 
does not force extensive borrowing to 
cover operating deficits. The real 
menace to credit lies in the form of 
rate limitation now being popularized 
—the 1 per cent. or 14% per cent., in- 
clusive limit on all general property 
taxes, including taxes covering debt 
service. New York has already recog- 
nized the importance of this problem 
and, no doubt, other states will soon 
follow her example. No obligation is- 
sued after 1938 by any city, county, 
school district or other municipality 
will qualify as legal for savings banks 
in the State of New York unless the 
obligation is payable from unlimited 
ad valorem taxes. With this in mind, 
corporate fiduciaries will do well to re- 
view their present municipal holdings 
and closely scrutinize the legal opinions 
and statutes covering municipal issues 
submitted to them for future purchase. 

Tax limitations and homestead ex- 
emptions are just a few of the many 
plans advocated today to solve certain 
social problems. Many visionary pro- 
posals are receiving wide attention and 
some are reaching the ballot, thus caus- 
ing the holder of municipal bonds con- 
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siderable distress. Here in California 
four years ago we faced the Townsend 
program. Today we are combating the 
“$30 every-Thursday-plan” and _ the 
“single tax measure.” Anyone who is 
at all familiar with economics and pub- 
lic finance can appreciate how dis- 
astrous the passage of such measures 
would be. There is little doubt in my 
mind that the conservative and sound 
thinking electorate will rally in Novem- 
ber to defeat these proposals. But even 
so, until general business conditions re- 
turn to a more normal level, similar 
Utopias will be offered from time to 
time. 

One might rightfully ask why risk 
trust funds in purchasing municipal 
bonds until the future is clarified. The 
answer lies in the realization that if 
social reforms are going to bankrupt 
municipal government and weaken our 
economic institutions, the concentration 
of funds in the private or corporate 
field will not prove to be a refuge. His- 
tory records that when the “state” fails 
from weaknesses brought on by social 
and economic change, private capital 
and personal liberty are also lost. Thus, 
the quality of municipal bonds cannot 
be impaired from this cause without 
ultimately having corporate issues of 
the same area similarly affected. 

We hear, so often, the expression 
“payable from unlimited ad valorem 
taxes” that I think we should dwell on 
this phrase for a moment. Much of 
our over-confidence in municipal bonds 
has been because of our interpretation 
of this expression. Many bondholders 
looked upon the pryamiding of taxes 
and recourse to land and improvements 
as the fundamental security of their ob- 
ligations. However, during the last few 
years we have observed ~courts rule 
against pyramiding taxes; we have seen 
tax and debt moratoriums; we have 
watched indebtedness scaled down pur- 
suant to reorganizations under the Mu- 
nicipal Bankruptcy Act. Such conditions 
lead only to one conclusion—a strong 
legal contract is no substitute for a 
sound economic and financial back- 
ground. The day when Shylock could 
exact his pound of flesh is passed, prob- 
ably forever. 


All municipal bondholders have been 
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watching with keen interest the 
approaching battle over tax-exempt se- 
curities. On April 25, 1938, our Presi- 
dent recommended legislation terminat- 
ing immunity from Federal income tax 
of all income derived from future state, 
municipal and local political obliga- 
tions. This is not a new proposal, but 
is a reiteration of the stand taken by 
each President and the Treasury De- 
partment since 1920. It has been gen- 
erally assumed that only by constitu- 
tional amendment could such immunity 
be terminated without raising the ques- 
tion of states’ rights. But since the 
President’s proposal covers only future 
issues, it may or may not conflict with 
the judicial interpretation of the Fed- 
eral Constitution. The basic reasoning 
for the constitutionality of such legis- 
lation depends largely on the 16th 
Amendment. This amendment grants 
Congress the power “to lay and collect 
taxes on incomes, from whatever source 
derived.” This approach has also been 
further strengthened by the Helvering 
vs. Gerhardt case decided May 23, 1938, 
when it was ruled that salaries of em- 
ployees of the Port of New York Au- 
thority, a corporation created and 
jointly controlled by the states of New 
York and New Jersey, are subject to 
Federal income tax. 

The outcome of the President’s pro- 
posal can not be predicated. States 
will no doubt organize a defense and 
the response of the electorate through 
Congress must be considered before any 
change takes place. True enough, taxa- 
tion of future issues and possibly taxa- 
tion of all issues may result. If we 
should get the former, there may de- 
velop a price discrepancy between issues 
placing a premium on the bonds now 
outstanding. But regardless of whether 
we have taxation of future issues or 
taxation of all issues, municipal bonds 
will not be affected as a media for sound 
trust investment. 

Before closing this discussion, I feel 
some comment should be made regard- 
ing revenue bonds since they are usually 
classified as municipal issues. Theo- 
retically, there is very little similarity 
between revenue bonds and the type of 
security which we have been consider- 
ing. The fundamental coneept of the 
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revenue bond is different. True, it is a 
creature of law, but it is an obligation 
of an organization set-up by the elec- 
torate without the people having any 
direct financial responsibility. No ad 
valorem tax contingency rests upon the 
electorate. The only similarity exist- 
ing between revenue bonds and _ the 
ad valorem tax obligation is that both 
enjoy the same tax exemption feature. 
However, in view of the Port of New 
York Authority tax case ruling, this 
similarity may be of short duration. 


trinsic value. Thus, the security buyer 
cannot assume that a high priced bond 
is necessarily a high grade issue. He 
must be prepared to “distinguish the 
sheep from the goats.” 

Under present conditions when an 
attempt is being made to control not 
only money and credit but many other 
aspects of our economic life, it is very 
difficult to anticipate the future trend 
of municipal bond prices. Money fac- 
tors on one hand tend to influence prices 
in one direction, while higher taxes, 


“Even if municipal bonds in whole or in part lose their tax 
exemption feature, they will continue, as a class, to retain their 
present enviable position in comparison to other investment media; 
inasmuch as the sound security for the bondholder will be un- 
affected. In general, municipal bonds offer and will continue to 
offer excellent protection for trust principal and a reasonable re- 


turn over a period of years. 


In the final analysis such qualifica- 


tions are the ultimate objectives of every conservative corporate 
fiduciary.” 


Revenue bonds these days are com- 
monly used in financing public service 
enterprises, such as water, gas, electric 
or transportation systems. A revenue 
protection clause is customarily the 
foundation of this type of bond. Such 
clauses usually specify that service 
rates must be maintained at a level suf- 
ficient to cover the fixed charges hav- 
ing a preference against earnings. Since 
the revenue bond is comparatively new, 
very little is known as to how successful 
this contract will be in protecting bond- 
holders. However, all investors should 
realize that the essential factor neces- 
sary to give sound quality to a revenue 
bond is favorable earning power that 
covers fixed requirements by a good 
margin. 

The general credit outlook for mu- 
nicipal bonds is somewhat dark. Con- 
tinued spending for improvements 
together with the increasing social prob- 
lems of the day demands that bond- 
holders give closer attention to future 
municipal policies. At the moment 
bond prices have reached about the 
highest level in thirty years. Naturally, 
many issues will be found selling at 
prices too high in relation to their in- 


unbalanced budgets, large refundings, 
relief burdens and other problems ex- 
ercise pressure in the opposite direction. 
Since no one can predict the trend of 
rates with any degree of assurance, it 
behooves the corporate fiduciary after 
weighing the involved factors to pro- 
vide balanced maturity staggering in 
accounts, thereby obtaining the average 
rate of return experienced over a period 
of years. 

In conclusion, I believe you will 
agree that municipal bonds have had 
an enviable record, but that greater care 
and diligence are needed in choosing 
future issues and checking their prog- 
ress. Even if municipal bonds in whole 
or in part lose their tax exemption 
feature, they will continue, as a class, 
to retain their present enviable position 
in comparison to other investment 
media; inasmuch as the sound security 
for the bondholder will be unaffected. 
In general, municipal bonds offer and 
will continue to offer excellent protec- 
tion for trust principal and a reason- 
able return over a period of years. In 
the final analysis such qualifications 
are the ultimate objectives of every con- 
servative corporate fiduciary. 
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Insurance protection for the 
trustee 


By Barto L. Orrosont 


HE ownership or control of real or 

personal property, or the operation 

of any business, carries with it a 
liability to members of the public for 
injuries or death arising from negli- 
gence, which the law has consistently 
recognized from the very earliest times. 
Yet the existence of that liability is 
frequently overlooked, or lightly con- 
sidered, despite the fact that it 
constitutes an ever present and serious 
financial peril. Every administrator, 
executor, or trustee faces that liability, 
and to an extent and application not 
always clearly realized. While the fidu- 
ciary enjoys no beneficial interest in 
the property committed to its care, its 
liability for injuries or death, which 
result from negligence in the use, oc- 
cupancy, or control of the property, is 
primarily personal. 

With marked unanimity, the courts 
throughout the country have charged 
fiduciaries individually for torts com- 
mitted by them, or by their agents or 
servants employed in the execution of 
the trust, irrespective of any right of 
the fiduciary to reimbursement or in- 
demnity out of the estate. In fact, the 
courts have held that suits for the re- 
covery of damages founded upon tort 
cannot properly be maintained against 
the fiduciary in its official or representa- 
tive capacity, but must be prosecuted 
against the fiduciary personally. 

Corporate fiduciaries can be relied 
upon to exercise that degree of care 
and caution calculated to adequately 
meet their legal duty to the public of 
safely conducting and maintaining the 
property under their care. Notwith- 
standing, accidents do happen, and very 
often in the most unexpected and un- 
foreseen manner. They may be due to 
some condition of the property, an icy 
sidewalk, may be caused by elevators, 
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or the negligent act of an employee, or 
to some act of a contractor engaged in 
repairs or renovations. There is prac- 
tically no limit to the range of pos- 
sible accidents. 

The question of what constitutes neg- 
ligence in any given case is manifestly 
impossible to state with any degree of 
exactness, and in the final analysis is 
largely a matter of personal opinion of 


The exposure to lawsuits for 
damages is much greater than it 
used to be. People rapidly are 
learning that if they became in- 
jured on or about some one else’s 
property, or because of the con- 
duct of some business, or due to 
the conditions about some prem- 
ises, they are likely to meet with 
success before a sympathetic jury 
in the prosecution of a claim for 
damages against the owner or 
occupant of the premises, or both, 
if the property is rented or 
leased. 


the jury. Negligence may not always 
be a matter of culpable inadvertence, 
hut may be such merely by implication 
of technical law. The exercise of rea- 
sonable caution and prudence may be 
no barrier to liability for injuries to 
minors caused by some condition or 
instrumentality found to be attractive 
or alluring. 

The exposure to law suits for dam- 
ages is much greater than it used to 
be. People rapidly are learning that 
if they became injured on or about 
some one else’s property, or because of 
the conduct of some business, or due to 
the conditions about some premises, 
they are likely to meet with success be- 
fore a sympathetic jury in the prosecu- 
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tion of a claim for damages against the 
owner or occupant of the premises, or 
both, if the property is rented or leased. 

The consequences of such suits are 
always serious to the fiduciary. If a 
judgment is obtained, the fiduciary 
must satisfy it out of its own pocket. 
If the action is found to have been 
groundless, the fiduciary will be out 
the cost of the defense. 

It is quite evident that while the ex- 
posure to liability and expense is real 
and ever present, it is often intangible 
and unpredictable, and that care and 
prudence alone are not always adequate 
safeguards against loss. The cumulative 
liability of the corporate fiduciary ad- 
ministering a large number of estates 
presents an obviously serious problem. 

The right of reimbursement is one 
of doubtful value. If there is any ele- 
ment of personal fault or neglect in 
connection with the acts or omissions 
which gave rise to the suit, reimburse- 
ment will be denied. The absence of 
personal fault must be clear and con- 
clusive, a fact which may be difficult 
to establish, in view of the judgment 
rendered in the damage suit. 

Fortunately it is possible to insure 


against this liability and expense by 
properly written liability insurance. It 
seems obvious from the foregoing gen- 


eral statement of the financial risks 
confronting a fiduciary that corporate 
executors and trustees, in fairness to 
themselves and their stockholders, 
should decline to handle property 
which they are not permitted to cover 
by liability insurance at the cost of the 
estate.. 

With the exception of mercantile 
properties, comparatively few of the 
properties coming into the possession 
of an executor or trustee are covered 
by liability insurance. In the instances 
where such insurance is carried, the 
protection of the policy may not always 
extend to the fiduciary. The usual form 
of liability policy provides that in the 
event of the death of the assured, the 
policy, during is unexpired term, shall 
cover the legal representative. Such ex- 
tension of coverage is usually subject 
to the condition that notice in writing 
must be given to the insurance company 
within thirty days after the death of 
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the assured, and the policy readjusted 
within that time. If this condition is 
not strictly complied with, the protec- 
tion of the policy is voided. Public 
liability policies are not uniform in 
their terms. Under some of them cover- 
age is not extended to the legal repre- 
sentative, but terminates upon the death 
of the assured. A trustee does not auto- 
matically succeed to the protection of 
the policy when property is conveyed 
in trust, unless a specific rider is at- 
tached. Each specific policy to which 
the fiduciary succeeds should, therefore, 
be carefully studied to make sure no 
unusual conditions exist which would 
vitiate the protection. 

The exposure of the corporate fidu- 
ciary to financial loss on account of 
its liability for injuries or death to 
members of the public is far more ex- 
tensive than is contemplated by the 
standard liability policy. Very often 
a fiduciary comes into possession or 
control of property quite suddenly. It 
has not had as close contact with the 
property as the former owner, and as 
a consequence is not as well situated 
to exercise control of hazardous condi- 
tions. No matter how prompt the fidu- 
ciary may be in inspecting the prop- 
erty, there is usually an_ interval 
between the date when legal responsi- 
bility commences and the date when 
complete knowledge of the conditions 
of the property and the insurance needs 
of the estate can be ascertained. Risks 
that should have been insured against 
may not have been covered. The limits 
of the policy may be too low, while the 
coverage afforded because of definite 
restrictions and exclusions may not be 
broad enough. The point of these ob- 
servations is to demonstrate that specific 
liability policies do not fulfill the re- 
quirements of the fiduciary for protec- 
tion against the extensive and often 
unknown risks to which it is exposed. 


The required protection can be ob- 
tained only by a very broad and liberal 
continuous master policy providing 
automatic coverage for a period of suf- 
ficient duration to permit inspection of 
the property and to afford the fiduciary 
within such period an opportunity to 
ascertain whether individual policies 
exist, or to obtain specific coverage un- 
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der the master policy by certificate or 
report setting forth the limits of liabil- 
ity and the property and risks insured. 
The automatic coverage should include 
all properties, business operations, ele- 
vators, shafts, extraordinary repairs or 
alterations, liabilities assumed under 
contracts or leases. The assured should 
be the fiduciary individually and in its 
representative capacity, its officers, di- 
rectors, managing employees and all 
interests concerned with the estate. 
Several years ago the insurance com- 
mittee of the California Bankers Asso- 
ciation made an extensive survey and 
study of the liability of fiduciaries for 
damages for injuries to members of the 
public. In its report, published in De- 
cember, 1935, were set forth specifica- 
tions for a master policy designed to 
meet the requirements of corporate 
fiduciaries. The committee further 
recognized that even a master liability 
policy such as contemplated did not 
provide complete coverage against in- 
tangible and unknown risks. It there- 
fore proposed a comprehensive over- 
riding contract in the nature of errors 
and omissions insurance to operate as 
excess insurance as to risks specifically 


covered, and as primary insurance in 
the event the risks were not insured or 
insured under voided policies or under 
policies whose limits were too low. 
Contracts conforming more or less to 
the specifications can be obtained. The 


premium under the comprehensive 
policy would have to be absorbed by 
the fiduciary. 

The committee on liability insurance 
for fiduciaries, American Bankers Asso- 
ciation, has been negotiating for some 
time with a committee representing the 
National Bureau of Casualty and Surety 
Underwriters with the object of making 
available for nation-wide use a stand- 
ardized form of liability coverage. 

The fiduciary is exposed to another 
fertile source of third party liability 
arising from the use or ownership of 
automobiles. There are perhaps few 
automobiles included in estates handled 
by corporate fiduciaries that are not 
covered by automobile liability insur- 
ance. However, the limits of the policy 
may he too low or the coverage may 
not extend beyond the death of the as- 
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sured and where it does, notice to the 
company is usually required within 30 
days in order to continue the policy in 
force. The usual form of automobile 
liability policy contains a number of 
conditions which may prejudice the in- 
surance. A beneficiary using the auto- 
mobile with the consent of the fiduciary 
may fail to notify the company of an 
accident, or may make prohibited use 
of the automobile. Protection against 
contingencies voiding the insurance 
should be carried. This can be done 
by a special endorsement on the bank’s 
own fleet policy, in terms broad enough 
to afford automatic coverage regardless 
of the manner of use of the automobile 
and regardless of whether the bene- 
ficiary reports an accident. 

The fiduciary also faces liability for 
injuries to persons or property caused 
by the negligent use or operation of 
automobiles belonging to employees, or 
agents of the fiduciary, or to employees, 
or agents of interests under fiduciary 
control, and used in the service of the 
fiduciary. Non-ownership automobile 
insurance with automatic coverage 
should be carried as a_ protection 
against this very real source of liabil- 
ity. The policy should have a rider to 
cover vehicles hired for use in connec- 
tion with the estate. 


Insurance under the Workmen’s Com- 
pensation Act should be carried on all 
agents, servants or employees engaged 
in or upon property or business enter- 
prises under fiduciary control. Quite 
often outside individuals are engaged 
to do work in connection with various 
properties. There may arise in the 
event of injury or death, a question as 
to the status of such individuals as in- 
dependent contractors. In view of the 
liberality shown in many instances to 
decide the issue in favor of the injured 
person, it seems prudent to maintain 
insurance on all temporary employees. 
A. master policy affording automatic 
coverage seems to. provide the most sat- 
isfactory protection. 

The insurance considered so far has 
dealt primarily with the liability of the 
fiduciary towards third persons. But 
there also rests upon the fiduciary a 
responsibility to the beneficiaries of the 
estate, which involves insurance. The 
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primary duty of the fiduciary to the 
beneficiaries is to use reasonable care 
and skill to preserve the trust property. 
The maintenance of adequate fire insur- 
ance as a protective measure is so uni- 
versally recognized, that the duty of 
the fiduciary to adequately insure prop- 
erty deserving of such insurance is not 
open to question. The purpose of mak- 
ing mention of this type of insurance 
is not to dwell upon its necessity as a 
step in the conservation of property, 
but to emphasize the importance of 
carefully examining the provisions of 
the policies in the possession of the 
fiduciary. The outer folder of the 
standard policy lists in succinct para- 
graphs a number of conditions which 
void or suspend the coverage. If a loss 
occurs, and through negligence or over- 
sight in regard to the provisions or 
conditions of the policy, the fiduciary 
is unable to collect, there is a possibil- 
ity that the fiduciary may be sur- 
charged. 

If the policy carries an average or 
co-insurance clause, it is extremely im- 
portant to accurately determine insur- 
able value. Fluctuating costs of labor 
and materials may increase insurable 


value and thereby bring the limits car- 
ried below the percentage specified in 


the average clause. The numerous ex- 
clusions contained in the standard 
policy should be analyzed to make sure 
that the coverage is adequate in light 
of.the circumstances of the particular 
property, and if not, should be remedied 
by riders. 

Fidelity bonds should be taken out 
‘on managers, cashiers, etc., of apart- 
ment houses and business enterprises 
conducted by a fiduciary, as a safe- 
guard against loss from dishonesty 
hazards. 

In connection with fire insurance, it 
might be advisable to consider use and 
occupancy insurance covering the in- 
come from business operations, rental 
insurance for estates dependent upon 
rents for income. Where the only 
value of property to a beneficiary is the 
income from rents, a rather persuasive 
argument might be made in the event 
of the destruction of the property, that 
if the fiduciary had availed itself of the 
protection at its disposal, the interrup- 
418 


tion in the payment of income would 
not have occurred. 


® 


ARE YOU ANOTHER “WRONG-WAY 
CORRIGAN”? 


Not long ago the world was astonished 
and filled with admiration for a young 
broth of a lad who flew from New York 
to Ireland in an old dilapidated air- 
plane held together with baling wire. 
Said to have done his navigating with 
a dollar watch, this flight was accom- 
plished in the same casual manner in 
which you and I might take the wife 
and youngsters out for.a spin in the 
family Model T. 

Most astonishing of all was the tall 
story he told of having so confused his 
compass readings that he thought he 
was returning to California and did not 
realize his error because of the fog. 
This tale, which was the excuse for hav- 
ing disobeyed governmental regulations, 
is now believed only by the most naive. 
However, there are apparent in it many 
similarities to the experience of a lot 
of people: They are up in the air, al- 
ways in a fog, don’t know where they 
are going, land in the wrong place, and 
blame it on somebody else. 

All of this gives rise to some very 
pertinent questions. For example, there 
is the very important question: “Do 
you know where you are going?” There 
are a great many people in banks who 
have a more or less generalized desire 
to get ahead in the bank; they want a 
better position, a bigger salary, greater 
authority, and so on. Unfortunately, 
many of these people are not really sure 
that they are making any definite 
progress toward this goal because they 
have lost their bearings and are 
equipped with inferior and unreliable 
charts and compass. Their chances of 
reaching the desired goal or even of 
making much progress in the right di- 
rection are dependent almost entirely 
upon the whim of circumstances. Still 
worse is the plight of those who are 
merely drifting without any objective. 
The man who is going nowhere is sure 
to get there—Harry R. Smith, Vice- 
President, American Institute of Bank- 
ing. 
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Minimizing costs of safekeeping 
accounts 


By Roy R. ZELLIcK 


Assistant Trust Officer, Anglo-California National Bank, San Francisco 


OR the last several years I have 

been greatly interested in the many 

questions concerning the economical 
and advisable manner of handling safe- 
keeping and custody accounts and when 
the present subject was suggested to me 
to write upon I was rather glad as 
it merely meant putting experiences on 
paper. The safekeeping of securities 
and other assets is not alone of interest 
to trust men and their trust departments 
but I believe it should also be of vital 
interest to commercial banks which 
must meet the requirements of their 
clients and compete for their business. 
There is also the further fact that the 
so-called “country banks” in the ma- 
jority of instances maintain safekeeping 
accounts with the banks in the metro- 
politan centers in which are kept a 
great proportion of their security hold- 
ings to facilitate prompt deliveries. I 
can remember that ten or fifteen years 
ago it was the custom in the majority 
of our banking institutions, particularly 
the banks in the larger metropolitan 
centers, to accept items for safekeeping 
as one of the necessary services offered 
to the customer as an inducement to 
maintain his commercial and savings 
business with the institution. 

In going over the records of our 
hanks some years ago, I found it quite 
acommon practice for a client in mak- 
ing a loan to deposit collateral far 
above the amount necessary to service 
the loan, with the understanding that 
the bank would care for the securities 
and generally service them. When the 
loan was paid off the securities were 
allowed to remain on deposit with the 
loan department and gradually over a 
period of time a large sized safekeeping 
division of the loan department was 
built up. No fee whatever was received 
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for this safekeeping service and it had 
reached the point in 1930 where the 
services of several clerks were required 
to properly administer this department 
to the satisfaction of the clients. Gen- 
erally speaking, however, the necessary 
specialized care which is required in 
accounts of this type was not given to 
the various accounts and missed calls 
on bonds or delayed collections were 
frequent and misunderstandings as to 
responsibility were constantly arising. 


‘‘I believe an efficiently opera- 
tive custody department can be 
one of the most profitable divi- 
sions of the trust department and 
be of more actual value to your 
trust department in furnishing 
prospects for bona fide trust busi- 
ness than any other source.’’ 


As banks commenced to take stock of 
the services they were rendering with- 
out proper remuneration, this safekeep- 
ing service was one of the first to come 
under their scrutiny. It was found that 
the trust department maintained serv- 
ices for clients under their agency and 
custodian plans, which amplified the 
ordinary safekeeping service of com- 
mercial departments and offered better 
results and protection to the customer. 
However, we found from experience 
that it was difficult to sell a client, who 
had been paying no fee for years, on 
the advisability of creating a safekeep- 
ing or custody arrangement under the 
charges which were imposed at that 
time for this service. This background 
laid the necessity for an economical 
service of simple, easy operation which 
could be offered the customer at a price 
which he would be willing to pay. 
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I like to think of this service as a 
“custodian” account rather than a 
“safekeeping” account, as the word im- 
plies more than just merely protecting 
the securities. I like to think of this 
service to a customer as the careful 
maintenance of order in his securities, 
the prompt collection of income of all 
descriptions with immediate advice, the 
attention paid in intercepting call no- 
lices and anticipating maturities, the 
facility of offering descriptive lists and 
the many incidental services such as 
deliveries on receipt to or from third 
parties upon instructions from the 
client. In order to offer this inclusive 
service and to do justice to our reputa- 
tion, we must of necessity economize in 
operation or do business at a loss. Es- 
sentially, the account must be opened 
without the elaborate, expensive pro- 
cedure involved in the creation of a 
bona fide trust, the administration of 
the account must be simplified to the 
exclusion of unnecessary bookkeeping 
and auditing, the correspondence and 
advices must be kept as far as possible 
to forms and advice slips. Furthermore, 
the collection of the fees themselves 
should be carefully watched in order 
to make such collections promptly and 
with as simple an operation as possible. 

Most institutions with a reasonable 
volume of these custodian or safekeep- 
ing accounts now have a uniform letter 
or agreement which is signed by the 
customer. Generally this form is printed 
and it is only necessary to fill in spaces 
or check the alternatives desired by the 
client. The letter varies in form ac- 
cording to the plans of the various 
banks but in general the information 
is greatly similar. This letter should 
provide briefly and intelligently in 
simple language for the client’s instruc- 
tions as to disposition of income. dis- 
position of principal, status of the 
depositor for the purpose of executing 
ownership certificates in his behalf, 
proper manner of registering securities 
held in the account, instructions as to 
compensation and the amount agreed 
upon, and direction as to disposition of 
proxies received on shares of stock held 
in the account. Most of the forms I 
have seen also provide space for the 
customer’s desires relative to income tax 
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data and securities information with a 
reasonable space allotted for special in- 
structions to be written in by the de- 
positor. This letter has become very 
important recently in order to clarify 
fully the exact status of the property 
passing into the account, not only at 
the time the account is opened but also 
future deposits. I know several of us 
recently have had conversations with 
representatives of the Stamp Tax Divi- 
sion of the Treasury Department rela- 
tive to the taxability of securities pass- 
ing into our hands where there is no 
written understanding as to the purpose 
of the transaction. Consequently, the 
letter governing the operation of a cus- 
tody or safekeeping account should 
specifically contain the request from the 
client to create the account and further 
clarify without doubt the relationship 
between the bank and the client in the 
operation of the account at all times. 
If the letter form is properly drawn up 
and fully explanatory, I believe it 
should eliminate lengthy consultation 
at the inception of the account and it 
should take not more than thirty min- 
utes or so to complete the setting-up 
of a fairly large account, with the re- 
ceipts issued and the client well on his 
way. 

A system of vault entry and with- 
drawal should be devised which will 
contemplate a minimum amount of ac- 
counting and bookkeeping. Some years 
ago a multiple form system was insti- 
tuted in the Middle West, I am not sure 
just where it originated, but variances 
of this form have been installed in a 
great many institutions, quite a few of 
them here in the West. Briefly, this 
form is printed as a set of several 
copies, the original of which is the re- 
ceipt to the customer, the following 
copies being routed to the vault depart- 
ment, the auditing department, the Ad- 
dressograph or tabulating department, 
and the last copy being a card which 
hecomes the ledger. One copy is filed 
within the department and when a 
withdrawal is subsequently made of the 
security it is only necessary to pull this 
form, have it officially signed, and match 
it up with the copy held by the vault. 
The client’s account, as can be seen, 
represents actually a group of these 
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cards filed alphabetically according to 
securities, following a control card un- 
der his name. The only posting re- 
quired is the addition of the carrying 
value of each card to the control. It 
eliminates bookkeeping to the absolute 
minimum. In this connection I also 
want to say here that it is of the utmost 
importance that a uniform carrying 
value be carried out in the operation 
of custody accounts. It makes no great 
difference what plan is followed but it 
must be uniform for ease in operation. 
By independent check of the auditing 
department from the copy of this form 
which they receive the ultimate disposi- 
lion of the asset can be checked and 
noted. The fact that all forms includ- 
ing the ledger copy are an exact carbon 
copy of the receipt to the customer 
eliminates the possibility of error in 
entries and proper care exercised in 
avoiding alterations in issuing the 
receipt will assist in the auditing. 
Advices of credit covering income on 
these accounts may be made through 
the medium of addressograph plates or 
tabulating cards and these advices 
should anticipate the income. This pro- 
cedure should be simplified to the ex- 


tent that upon receipt of the item of 
income the only procedure thereafter 
required is the matching up of the credit 
with the income, and forwarding of the 


duplicate to the customer. It is im- 
portant here that no great amount of 
time be taken to prepare elaborate cor- 
respondence or statements of the income 
to the customer, as a simple form of 
credit advice properly worked out can 
contain all the information required. 
The question of fees charged in the 
operation of custody or safekeeping 
accounts has always been the subject 
of considerable discussion and because 
it is the least of the services offered in 
the personal trust division it should, of 
course, carry the lowest charge. The 
tendency on the part of the customer 
to minimize the service and expect the 
service for next to nothing has caused 
a scaling down of safekeeping charges 
to a point where a cumbersome method 
of handling the accounts will result in 


a loss. We have found that by plac. 
ing a standard charge based on prin- 
cipal, computed quarterly or semi-an- 
nually, we have been able to compute 
the fees much easier than we did under 
an old charge based upon income. This 
is true primarily because of the fact 
that no cash ledger is maintained on 
safekeeping accounts and in certain 
types of accounts the income on stocks 
is paid direct to the client. In cases 
where the accounts are very large or 
the work is considerably minimized 
such as the holding of securities in 
larger blocks, we arrive at a flat fee 
agreed on with the customer to operate 
the account for a period of one year 
at the expiration of which it is under- 
stood that the fee may again come up 
for discussion. It should, furthermore, 
be attempted in all cases to provide that 
the fee shall be obtained by charging 
the account of the client under advice 
rather than through the formality of ah 
elaborately prepared bill mailed to him. 
I am touching here upon the question 
of fees and their collection because this 
is one other phase of operation where 
economies can be effected. I have been 
in trust departments where there is a 
great variance in the basis of charge 
between the various safekeeping ac- 
counts on their books and the method 
of collecting the fee haphazard or in- 
definite and cumbersome. I have also 
seen numerous cases where the method 
of computing the fee requires a great 
deal of time. In fact the time allotted 
to the computation and collection of the 
fee is worth more than the fee collected. 
A uniform charge with as little variation 
as possible, coupled with a standard 
periodical method of collection will go 
far toward giving a better picture of 
the success of your safekeeping or cus- 
tody division. 

To sum up this brief talk, I should 
like to say that I believe an efficiently 
operative custody department can be 
one of the most profitable divisions of 
the trust department and be of more 
actual value to your trust department 
in furnishing prospects for bona fide 
trust business than any other source. 
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INVESTMENT and FINANCE 


Edited by OSCAR LASDON 


CAPITAL GOODS, CAPITAL MARKET REVIVAL 
AND RECOVERY 


By HERBERT SPERO 


HE United States is at present in 

the midst of a new huge spending 

program designed to stimulate busi- 
ness activity and so provide a definite 
impetus for a period of sustained re- 
covery and prosperity. The “Work 
Relief and Public Works Appropriation 
Act of 1938” calls for total expendi- 
tures of $3,750,000,000, to accomplish 
this worthy objective. However, it is 
important to pause for a moment and 
ask a very pertinent question. “What 
grounds are there for believing that 
this new Federal spending effort will 
turn out more favorably than the Ad- 
ministration’s previous attempt along 
this same line?” Notwithstanding the 
huge governmental outlay of funds dur- 
ing the 1933-37 period through various 
emergency organizations, no lasting 
foundation for recovery was laid. With 
the curtailment of expenditures in 1937, 
business activity moved downward, 
again necessitating in the eyes of Wash- 
ington another attempt of a similar 
nature. The authorities took the posi- 
tion that the setback was largely the 
result of an abrupt curtailment of its 
lending-spending experiment, — and 
called for another public works and 
relief drive to move the business in- 
dices upward once more. The recession 
in business following the reduction of 
expenditures may be seen in figures 
compiled by the Federal Reserve Board. 
The Board’s adjusted index of indus- 
trial production. which had advanced 
sharply to a high of 121 by December, 
1936, subsequently had slumped to 88 
in August, 1938. 

The obvious necessity for the inaugu- 
ration of some procedure for lifting 
business and industry out of the dol- 
drums becomes quite apparent upon a 
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mere superficial examination of various 
economic sign-posts covering the past 
twelve-month period. The New York 
Times business index in early October, 
1938, stood at 84.4, reflecting a drop of 


The author is connected with 
the department of economics, 
College of the City of New York. 
He is also instructor in invest- 
ments and economics at the New- 
ark and Elizabeth, N. J., chap- 
ters of the American Institute 
of Banking. 


almost twenty points from the figure 
of 103.5 for the corresponding period 


in 1937. The intense nature of the 
economic decline can be more readily 
appreciated upon a perusal of the com- 
ponent items that make up the com- 
bined index. It is interesting to ob- 
serve that the sharpest back-pedaling 
in activity has occurred in the fields of 
steel ingot production, carloadings, and 
automobile output; all of which points 
to the fact that our greatest problem 
lies primarily in the so-called capital 
goods industries and not in the con- 
sumer goods field. 


Tne New York Times Business INvex 
Weeks Ended 
Oct. 1, Oct. 2, 
1938 1937 
S44 103.5 
TAA 95.8 
83.5 107.6 
66.5 106.8 
93.4 104.4 
36.3 139.1 
778 
121.2 


Combined index 
Miscellaneous carloadings .. 
All other carloadings 
*Steel ingot production .... 
Electric power production. . 
*Automobile production .... 
Lumber production 
Cotton-mill activity 
*Revised. 


423 












A Capital Goods Problem 


This view is furthermore strengthened 
by an analysis of the Standard Statis- 
tics indexes of production of both capi- 
tal goods and consumer goods for the 
1929-38 period. 


Year 
1929 
1932 
1933 
1934 
1935 
1936 
1937 
1938 


The data forcibly corroborates the 
above statement that the recovery prob- 
lem is, for the most part, centered in 
the capital goods industries. Between 
the years 1929 and 1932, operations in 
the heavy fields dropped some 79 points 
while consumer goods output receded 
only approximately 37 points. Further- 
more, the upward swing during the rela- 
tively prosperous period 1933-37 was 
characterized by an especially marked 
advance of more than 43 points in the 
production of durable goods, while the 
manufacture of consumer goods enjoyed 
a revival of merely 23 points. This 
evidence indicates the more volatile 
nature of the former and the relatively 
more important position of the other 
fields of economic life. The broader 
fluctuation in the capital goods indus- 
tries is easy to understand when it is 
remembered that their prosperity is de- 
pendent essentially upon the continuous 
expansion of the latter’s productive fa- 
cilities. The failure of the organiza- 
tions satisfying consumer wants to grow 
inevitably means a contraction of op- 
erations on the part of the large basic 
enterprises of the country. Even if the 
producers of consumer satisfactions were 
to enjoy prosperity on the basis of a 
large volume of orders, that would not 
necessarily, for example, imply pros- 
perity for steel and building material 
producers, unless the general economic 
picture justified a policy of plant ex- 
pansion and growth on the part of 
American industry. 
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Sranparp Statistics INDEXES OF PRropuction 
(Corrected for normal seasonal variation and for secular trend: 1926 is base year.) 
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Obstacles to Stimulation of the 
Capital Goods Industries 





The question is naturally asked, un- 
der the circumstances, how can the capi- 
tal goods industries be stimulated so 
that economic prosperity will be re- 











Capital Goods Consumer Goods 


































stored to both the employer and em- 
ployee? The answer obviously is not 
a simple one, and revolves essentially 
around the need of a general stimula- 
tion of public demand for all types of 
goods and services such as will neces- 
sitate and call forth an increase in plant 
and equipment. The great increase in 
the public debt of the United States 
over recent years, in large part, grew 
out of governmental pump-priming but, 
unfortunately, the latter policy has con- 
sistently lacked the support of a funda- 
mentally sound governmental and pri- 
vate economic policy that would again 
start private capital flowing into indus- 
try as in the latter 1920’s. Over re- 
cent years the new corporate financing 
has, to a great extent, been composed 
of refunding issues merely accomplish- 
ing the desirable objective of reducing 
interest costs, but not thereby establish- 
ing all the healthy conditions requisite 
for a prolonged prosperity period. 
When compared to the type of new flo- 
tations in the boom years of the 1920's, 
the reason for the tremendous unem- 
ployment of capital and labor can read- 
ily be appreciated. 

The phenomenal decrease in the 
amount of new capital moving into pri- 
vate industry was naturally occasioned 
by a maladjustment of economic fac- 
tors, converting business profits into 
losses and thus putting a definite quietus 
on the flow of funds into productive 
channels. Therefore, the resumption of 
a healthy investment process must wait 














































































































































































































upon two developments; first, the 
elimination of those economic defects 
which have rendered capital stagnant; 
second, the creation of an attractive in- 
vestment market. For example, there 
is a great opportunity for capital in two 
particular fields in the United States; 
namely, public utility and housing. But 
in order to expedite investment therein, 
a reasonable return must be offered the 
investing community. This fair com- 
pensation can only be earned if the 


aging picture from the viewpoint oi the 
utility security holder or the potential 
investor in light and power stocks and 
bonds. 

In the railroad industry, the country 
is confronted with a serious problem. 
Capital is required, and required badly, 
especially for the replacement of de- 
preciated and obsolete equipment. Yet 
what is being done to rehabilitate 
carrier credit and thereby facilitate the 
securing of needed funds? The situa- 


New Corporate Isstes in THE Unitren Srares——1928-38 


Year 

1938 .. 

1929 

1982 ... 

1933 .. 

1934 

1935 ... 

1936 

1937... 

1938 (9 months) 


New Capital Issues 

$6,079,602,416 
$,639,439,560 
325,361,625 
160,717,178 
178,257,949 
403,569,958 
1,214,950,229 
1,158,527,295 
674,179,192 


Refunding Issues 

$1,738,274,615 
1,386,921,569 
318,533,720 
220,866,478 
312,836,500 
1,863,858,807 
3,416,995,382 
1,178,447,587 
631,953,495 


Source—Commercial and Financial Chronicle. 


cost of production of the goods and 
services are not in excess of the price 
at which a broad public demand can 
he developed. However, on the basis 
of available evidence, it appears that 
the building industry is not advantage- 
ously situated insofar as costs are con- 
cerned. The situation was thus clearly 
explained by Winfield W. Riefler, pro- 
fessor of Economics and Politics at the 
Institute for Advanced Study, in his 
address, “The Obstacles to Recovery in 
the Building Industry,” delivered in 
March 1938, before the Academy of 
Political Science. 

Again, private investment in the 
public utility industry is not at all what 
it should be. The demand for utility 
services is there, but the threat of the 
Tennessee Valley authority or similar 
governmental organizations apparently 
sounds a warning note to the private 
investor to be wary of putting his 
money to work in the power field. 
Moreover, there is the authority vested 
in the Secretary of the Interior to grant 
funds to municipalities for the con- 
struction of publicly owned plants, or 
the purchase of private plants at a price 
set by the secretary—hardly an encour- 
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tion is decidedly depressing, with man- 
agement merely calling for a wage re- 
duction on the one hand, while labor 
strongly demands a reduction of capi- 
talization and fixed charges. This un- 
satisfactory railroad picture, however, 
is not a result of any one influence 
alone. As a matter of fact, it is not 
solely a railroad problem but a trans- 
portation issue, involving the complex 
questions of the traffic slump resulting 
from the depression, competition from 
other carrier agencies, regulation, co- 
érdination and the elimination of pre- 
ventable waste. 


Furthermore, it must be remembered 
that industrial revival does not hinge 
purely on internal recovery influences. 
It depends also upon international 
trade and financial policies interwoven 
with the complexities of world politics. 
If the market for American goods and 
services is to expand, it requires not 
only an increase in home demand, but 
also the development of greater foreign 
markets. The growth of extreme na- 
tionalism throughout the world, coupled 
with the emphasis on national self-suffi- 
ciency, obviously will restrict the 
market for American products.. The 
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only hope for a rebirth of world foreign 
trade lies, at present, in the reciprocal 
trade agreements being negotiated by 
the Secretary of State, Cordell Hull, 
Moreover, the uncertain world mone- 
tary situation, with the tremendous con- 
centration of gold in the United States, 
is hardly conducive of a generally sound 
international financial position. It only 
serves to curtail further purchasing 
power, thus interfering with the pur- 
chase of goods from this country. 
Again, the cessation of international 
lending strikes another pessimistic note 
in the industrial scene and must be re- 
placed by a free flow of capital 
throughout the world. 

All these problems, among others, 
must be dealt with effectively before a 
return to prosperity can be expected. 
Only then will capital once more see 
a profit available and eagerly perform 
its task in the arteries of trade. 


The Inadequacy of Only a Public 
Spending Program 


Public works projects, relief expendi- 
tures, and huge armament outlays can- 
not solve the problem. They can 
merely serve as temporary stop-gap 
measures, hardly adequate to deal with 
the basic problem of broadening the 
market for goods and services. Their 
dangerous characteristics and the bur- 
dens that they place upon industry and 
trade, if relied upon as the sole methods 
of reviving business, are only too well 
known. Finally, a warning note must 
be sounded so that the community may 
recognize the fact that a recovery en- 
gineered solely by a lending-spending 
program must have a short life; a life 
that will come to an end when govern- 
mental outlays cease, as they must, if 
national bankruptcy is to be avoided. 
Furthermore, some one must pay for 
the cost of the experiment; conse- 
quently, additional taxes will be im- 
posed on a business world whose 
fundamental problems have not been 
solved, and which is operating at a low 
level of earnings, or experiencing an 
actual deficit after the abnormal gov- 
ernment efforts have ended. Thus costs 
will rise adding a further note of dis- 
couragement to the general investment 
of capital. 





FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY 


ELIEF from the tension caused by 

the recent war scare in Europe 

was afforded by a settlement of 
the controversy between Germany and 
Czechoslovakia, the latter country giv- 
ing way to Germany’s territorial de- 
mands. While this settlement is 
generally welcomed as avoiding an im- 
mediate war, it is not widely accepted 
as preventing a conflict at no distant 
day. Those who have been perplexed 
over the yielding of Great Britain to 
German threats will find the real an- 
swer to their perplexity in a statement 
made by Prime Minister Chamberlain 
in the House of Commons. “Our past 
experience,” he said, “has shown us 
only too clearly that weakness in armed 
strength means weakness in diplomacy.” 
In plain phrase, that Great Britain was 
not prepared to resist the German threat 
to employ force. And France was in 
the same situation. 

As a result of the flight of capital 
from Europe, the pound sterling showed 
marked depreciation compared with the 
American dollar, later showing a sharp 
recovery. Discount rates in London 
have hardened somewhat, and the note 
circulation of the Bank of England has 
undergone a sharp expansion. While 
the severe fall in the value of sterling 
was due chiefly to the war scare, The 
Economist points out that there are 
commercial influences affecting the 
value of the pound adversely. It says 
that both London and Washington now 
regard the old-time parity of $4.86 2/3 


a$ possessing no particular merit. 


~~ 


THE RECOVERY IN GREAT BRITAIN 


ALTHOUGH recently experiencing some 
decline in business and industry, the 
recovery that took place prior to the 
late downturn was of such a degree as 
to be characterized as truly astonishing. 
“Why.” asks The Economist, “has there 
heen this truly astonishing burst of ma- 
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terial progress in Great Britain so soon 
after we were being written off as a 
valetudinarian nation?” It does not 
find an answer in the upward movement 
of the trade cycle, nor in a protective 
tariff, since great recovery has taken 
place in the unprotected industries. 
Abandonment of the gold standard and 
cheap money do not, in the opinion of 
this publication, offer a sufficient ex- 
planation for the recovery, especially 
since cheap money has not helped pre- 
cisely at the points where its influence 
should have been the greatest. Discard- 
ing the factors mentioned above, The 
Economist offers its own opinion, which 
is that wage and salary earners had 
more left over than in previous years, 
the rise in prices having been compara- 
tively slow. 

For the present, according to late 
reports, business is about 10 per cent. 
below the peak of the same period last 
year. 

The country’s foreign trade for eight 
months of 1938 shows a decline of 
£381% million in imports, £3414 million 
in exports, and £1134 million in re- 
exports, comparison being made with 


the like period of 1937. 


CONDITIONS IN OTHER 
COUNTRIES 


THERE has been some slowing down of 
activity in Sweden, especially in the 
forest product industries, a decline in 
shipping, and in the iron industry, 
compared with the high state of activity 
in the autumn of 1937. But the Index 
of Svenska Handelsbanken regards con- 
ditions, on the whole, as being remark- 
ably favorable. Decline in the cash 
holdings of the banks, observable in 
the earlier part of the year, has given 
place to an opposite trend. 

Argentina reports an unfavorable im- 
port balance of m$n 52,546,000, com- 
pared with a favorable export balance 
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of m$n 750,215,000 in the same period 
of 1937. 

Italy’s trade deficit for the first seven 
months of 1938 amounted to 1,040.2 
million lire against 2,222.2 million in 
1937, showing an improvement of 1182 
million lire. If the trade with Italian 
colonies be deducted from these figures, 
imports stand at 6,798.9 million lire 
and exports at 4,484.2 million, leaving 
an adverse balance of 2,314.7 million 
as compared to 3,694.7 million in 1937, 
showing an improvement of 1,380.0 
million lire. 


Finland reports a substantial increase 
in bank deposits, a comparatively stabil- 
ized price level, and a marked decline 
in unemployment, the total having 
fallen below 2200. The foreign bal- 
ances of the banks, already very strong, 
have recently shown further improve- 
ment. 

Norway is experiencing a rise in the 
value of securities; the money market 
remains easy, and deposits of the banks 
are increasing. Decreases in world 
price levels have been but slightly re- 
flected in the price level of Norway. 

Turkey reports that for the year 
1937-38 the budget was balanced with- 
out the introduction of new taxes. For 
1938-39, the budget estimates show a 
surplus of Ltq. 94,980. 

Denmark’s agricultural export bal- 
ance, January-July, 1938, was valued 
at Kr. 494,000,000, compared with 
Kr. 460,000,000 in the corresponding 
months of 1937. 
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Inquiries and correspondence invited. 


Japan has set aside 300 million yen 
from the specie reserve of the Bank of 
Japan as a foreign exchange account 
at the bank. As occasion requires, this 
special fund will be used in buying 
foreign currencies with which to pay 
for raw materials needed in the export 
industries. 


~ 


A PLEA FOR INTERNATIONAL 
CO-OPERATION 


Writine in The Statist, Arthur V. Bar- 
ber, of Glyn, Mills & Company, Lon- 
don, makes the following plea for 
international codperation: 


A manifesto by leading world bankers 
and economists explaining in the clearest 
manner the inevitable results of present 
trends, financial and economic, within so 
alarmingly short a time might have an 
effect if it embodied an urgent plea for 
an international conference. It is true that 
the Economic Conference of 1933 was abor- 
tive, but economic fear as the motive which 
has driven the world into the wrong direc- 
tion may yet as powerfully reverse its 
course. At their first offer the Sibylline 
books were spurned. Whatever measure of 
agreement can be reached upon such lines, 
great or modest, delegates would return 
with the promise of peace, and “peace with 
honor.” 


~_ 


MEXICAN WORKERS BANK 


THE Mexican News Digest describes 
this organization as follows: 

The creation of an official banking insti- 
tution to give financial assistance and sup- 
port to industrial workers of limited means, 
to struggling co-operatives of limited funds, 
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Christiania Bank og Kreditkasse 


Oslo, Norway 


Founded 1848. 


First established 
private bank in 
Norway 


BANKING BusINESS OF EVERY 
DESCRIPTION TRANSACTED 


Telegraphic address: Kreditkassen 


Paid up capital 
and reserve funds 
Kr. 40,000,000 


New York Agents: 


The National City Bank, Guaranty Trust Company, Irving Trust Company and 
The Chase National Bank 


both producers and consumers, and to fac- 
tories and plants in the hands of the work- 
ers is one of the most vital acts in the 
economic transformation and industrial de- 
velopment of Mexico. It complements the 
establishment of similar official and semi- 
official banks to finance agriculture, public 
works, community land workers, foreign 
trade and for the ‘handling of national se- 
curities and values. It is part of a definite 
plan for economic self-sufficiency and to 
create a basic and co-ordinated banking 
system which will expand and fortify itself 
with the lapse of time. In most cases re- 
sults in dividends are not immediately 
sought as the primary aim of the Mexican 
government is to build on solid foundations. 

The National Workers Bank for Indus- 
trial Development (Banco Nacional Obrero 
de Fomento Industrial), aims to finance 
large Mexican industries under worker man- 
agement and to help the small producer. 
... It superseded the Industrial Develop- 
ment Fund organized on April 11, 1936, and 
took over the activities of the Popular 
Credit Commission, founded on February 
18, 1935, in order to co-ordinate and expand 
the general system of popular credit. These 
fast-moving changes are not the result of 
errors or a difference in policy, but indi- 
cate how great is the need for a credit 
institution in its special field of strength 
and foreshadow greater expansion and more 
capital requirements in the near future to 
meet the expanding needs of the workers. 
This will come in due time when the bank 
has perfected its interior mechanism, gained 
greater experience and made the indispen- 
sable industrial surveys as a guide for loans 
and advances, which not only give imme- 
diate and much needed help to many in- 
dustrious and deserving small merchants 
and craftsmen but greatly help national in- 
dustrial development. 


_In these financing and habilitating opera- 
tions there are two distinct phases; credit 
operations with popular credit unions and 
those with co-operative societies, either con- 
sumers or producers. In the first case the 
credit given is allotted to the union mem- 
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bers in accordance to their individual needs. 
In the second case the credit is for an 
economic development to which all members 
contribute equally. Furthermore _ these 
credits have each a definite finality. As 
to the unions the aim is primarily to pro- 
tect their members from the clutches of 
the loan sharks, while the co-operatives are 
thus relieved from the exactions of middle- 
men who usually absorb most of the profits, 
dictating prices and conditions to become 
the real masters of small industry. Again 
in the case of the consumers co-operatives 
opportune help prevents them from being 
the victims of speculation in articles of 
prime necessity, while those that are pro- 
ducers are given the resources needed to 
more effectively compete with large scale 
industry, though the bank has no illusions 
that it can immediately transform the pres- 
ent economic system in that respect. It 
does however aim to train the workers, by 
helping them financially, to industry man- 
agement, the lack of which knowledge and 
of proper sustaining resources being largely 
the cause of failures which have thrown 
considerable discredit on these producer co- 
operatives. 


The general administration of the bank 
is entrusted to a board of directors and 


to a general manager. The board is made 
up of two representatives of the Federal 
Government; one from the labor unions; 
one from the Banco de Mexico, the official 
bank of issue; two representing private 
banks associated with the Banco de Mexico 
and one acting for both the popular credit 
unions and the co-operative credit societies. 
The general manager, whose functions are 
similar to those of the president of a bank 
in the United States, is senor Licenciado 
Enrique Gonzalez Aparicio, a lawyer and 
economist of standing, deeply absorbed in 
this work and largely responsible for the 
bank’s forward steps. The activities of this 
institution are divided among six distinct 
departments, namely the technical commis- 
sion, which lays out the general policy and 
makes surveys and studies, and the credit, 
trust, legal, accounting and control depart- 
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Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 


630 Fifth Ave. CIrcle 6-1416 

International Bldg., Rockefeller Center 
Brooxtyn....1 DeKalb Ave. TRiangle 5-2123 
Baltimore Life Building 

....30 North Michigan Avenue 

Leader Building 

David Whitney Building 

PHILADELPHIA S. 15th Street 
PITTSBURGH Grant Building 
WaAsHINGTON 1115 Connecticut Avenue 


ments, in functions their 
designations. 

The capital of the bank is made up from 
a number of sources as follows: credits of 
the industrial development and popular 
credit funds; those transferred from the 
“Nacional Financiera, S. A.” in connection 
with the Mante Sugar Company operations ; 
Federal administered, properties and invest- 
ments; sums allotted from the Federal 
budget; subscriptions from states, terri- 
tories and the Federal District; from labor 
unions; liquidated credit balances of popu- 
lar credit unions; donations and legacies 
and all profits. 

Including the work done by the organ- 
izations which preceded this bank and were 
absorbed by it, the record of actual financ- 
ing is quite impressive. One of the first 
was to assist a small group of craftsmen 
making serapes in Chiconcuac, State of 
Mexico. Later 700 public vehicle chauffeur 
owners were financed to buy their own cars, 
an operation involving some three million 
pesos. Three large unions were also as- 
sisted; that of the railway workers in an 
investment of about a million pesos, the 
Union of the Workers in the Government 
Printing Establishment and of those with 
La Consolidada, an American-owned metal- 
lurgical plant. Small merchants having 
stands were also helped and saved from 


indicated by 
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usurious exploitations When some depart- 
ments of the National Artillery Factory 
were diverted to turn old cannons and 
metal into plows, known as the Mecanica 
Industrial, the bank financed this industry, 
which has some twenty thousand plows in 
production, with five thousand already de- 
livered. Plans are laid to speed up pro- 
duction to fifty thousand a year. 

Nearly one hundred unions, large and 
small, have been financed covering some 
thirty different industries. Biggest of all 
these tasks was the financing of the great 
Community Land Workers Sugar Mill at 
Zacatepec, State of Morelos, with an _in- 
vestment of 13 millions. It was inaugurated 
in February 5 of this year and is now in 
full operation. 
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INTERNATIONAL BANKING NOTES 


(QUEENSLAND NaTIONAL Bank Limitep, 
BrIsBANE.—Net profit for the year 
ended June 30 is announced as £79,170 
14s. 3d. Adding £20,381 2s. 3d. 
brought forward from the previous 
year, there is a total of £99,551 16s. 6d. 
out of which an interim dividend of 
4% per cent. for the half-year ending 
December 31 was paid amounting to 
£39,375. This left for distribution 
£60,176 16s. 6d. From this amount a 
dividend of 41% per cent. for the half- 
year ending June 30 was proposed 
amounting to £39,375. This left a bal- 
ance of £20,801 16s. 6d. to be carried 
forward. 


Bank oF New Soutn Wates.—The 
September circular contains a complete 
discussion of the economic and financial 
problems involved in the Australian 
military defense program. 


© 


FEMALE OF THE SPECIES 


“A WOMAN entered the bank to make a 
deposit. She had some bills and checks 
to deposit, so she secured a deposit slip 
which required the listing of bills, 
specie, and checks. She listed her bills 
and checks in their respective places, 
but was in doubt what to list under 
specie. After a moment’s thought she 
wrote under the word specie, ‘Female, 
and handed in her deposit.”—South- 


western Banker. 
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“Vikan your Business Extends 


in CANADA .... there 


is the Bank of Montreal 


< 


Through its network in Canada of more than 
500 branches — each of which is in intimate 
contact with the economic life of the particular 
community it serves —the Bank of Montreal 
provides American banks and trust companies 
with unsurpassed banking service throughout 
the Dominion, as well as with sources of val- 
uable business information. 


BANK OF MONTREAL 


Assets over 


NEW YORK AGENCY: 
CHICAGO OFFICE: - 
SAN FRANCISCO OFFICE: 


Head Office: Montreal 


Established 1817 
< 


: 64 Wall Street 
27 South La Salle Street 
333 California Street 


Current conditions in Canada 


HE Monthly Letter of the Bank of 

Montreal dated October 22, 1938, 

comments as follows on_ the 
Canadian situation: 

“Following the September issue of 
this business review the crisis suddenly 
arising in Europe caused a temporary 
halt in forward commitments in this 
country, but since the Munich agree- 
ment in the latter days of the month 
business has begun to resume its forward 
movement and is doing so under more 
favorable conditions than those preced- 
ing the interruption. A better atmos- 
phere has been created by the marked 
improvement in trade indices in the 
United States, with which country 
Canada exchanges so large and wide a 
variety of products, while chief among 
the more auspicious circumstances of 
a domestic character is the fact that the 
purchasing power of the western farn:- 
ers, besides being well distributed over 
areas which last year sustained crop 
failures. is coming into play earlier 
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than in previous years and is proving a 
marked stimulus to business. This is 
traceable to the harvest having been 
finished at an earlier date than usual 
and to the government guaranteed price 
of 80 cents per bushel for wheat which, 
being higher than the market price, has 
encouraged the farmer to make prompt 
disposal of his crop. The grain move- 
ment now in progress is increasing rail- 
way traffic to an appreciable degree, so 
that in recent weeks there has been a 
marked rise in weekly traffic receipts, 
a rise in which both systems are now 
sharing. At the same time there has 
heen a heavy movement of grain by 
water from Fort William, the largest in 
years. It may be noted in connection 
with this outflow that weekly exports 
have not mounted consistently and 
there has been a substantial increase in 
the visible supply. 

“Dairy production is now experienc- 
ing its normal seasonal decline, but in 
September the output of creamery but- 
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ter at 30,116,180 lbs. was 3.5 per cent. 
above the figure for September, 1937; 
the output of cheese, however, at 18,- 
345,735 lbs. was down by 7.6 per cent. 
The potato crop is now estimated at 
36,643,000 cwts. which is 14 per cent. 
below the production for 1937, 42,547,- 
000 cwts., but’ prices are up and the 
total income from this crop promises 
to be larger than in 1937. The com- 
mercial production of sugar beets has 
increased to 535,300 tons as compared 
with 418,000 tons in 1937. The milling 
industry has been experiencing some 
improvement in its fortunes, the pack- 
ing plants are reasonably busy and the 
new salmon pack on the Pacific Coast 
is now being marketed, exports of 
canned salmon for September amount- 
ing to 64,093 cwts. as compared with 
22,070 cwts. in August and 66,019 ewts. 
in September, 1937. 

“In the manufacturing field condi- 
tions still remain variable. The heavy 
industries are operating at a lower level 
than a year ago. Motor manufactur- 
ing plants are as usual at their lowest 
scale of operation for the year but their 
September output, 6,089 units, was well 
above the figure for September, 1937, 
4,417 units, and manufacturers are now 
recalling workmen for production of 
1939 models. The firms making ma- 
chinery are well employed, owing 
largely to the demands of the mining 
industry. The textile factories have in- 
creased their level of activity. The out- 
look for the newsprint industry is re- 
garded as better, thanks to the upturn 
in business in the United States, but 
the ouput for September, at 231,940 
tons, is still about 25 per cent. below 
the figure for September, 1937. Ex- 
ports of pulpwood for September 
amounted to 1,116,340 cwts., as com- 
pared with 1,435,322 cwts. in Septem- 
ber, 1937. The lumber industry finds 
the export demand disappointing. The 
value of new construction contracts 
placed in September was $19,535,000, 
as compared with $22,113,000 in 
August and $21,715,000 in September, 
1937. 


“The mining industry still enjoys 


There has 


very substantial prosperity. 


been a remarkable advance in the out- 
put of crude oil in the Turner Valley 
and actual and potential achievements 
in this field have been attracting the 
attention of British interests.” 


REVIEWING general conditions in its 
October Monthly Commercial Letter, 
the Canadian Bank of Commerce finds 
that industrial production in the pre- 
ceding month had maintained the ad- 
vance of the early summer, which was 
regarded as favorable, considering the 
political tension in Europe. As a re- 
sult, partly, of increased grain exports, 
foreign trade has been tending upward 
since July. Construction is also rising, 
contracts in the last quarter being about 
15 per cent. above the volume reached 
in the preceding quarter. Mining in- 
terests are also showing a revival in 
operations. While crop conditions in 
some of the Prairie Provinces were 
somewhat unsatisfactory, recent reports 
show substantial increases in several 
forms of merchandising in that part of 
the Dominion. More than a seasonal 
gain in employment is reported for the 
country as a whole. Commenting on 
the estimates of Canadian field crops, 
the Letter says that these present a gen- 
erally favorable crop picture. Al- 
though the wheat crop forecast for the 
Prairie Provinces is below the average. 
it greatly exceeds that of 1937, and 
taking all prairie grains into account. 
the prospective outturn is practically 
double that of a year ago. 
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IMPROVEMENTS PREDICTED IN 
BANK EARNINGS 


ANY expansion in trade and industry 
must be accompanied by increased bor- 
rowing and this will mean much to the 
banks. For some years now these in- 
stitutions have operated under two main 
handicaps. One has been the smaller 
demand for loans and the other low 
interest rates. The result has been de- 
creased profits. Dividends for several 
years have been uniformly lower than 
they were previous to 1930.—Financial 
Post (Toronto). 
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ADVERTISING and PUBLICITY 


Edited by MALCOLM DAVIS 


$3000 FOR ADVERTISING — $10,000 IN RESULTS 


DVERTISING is often a matter of 
faith, But there are occasions 
when the results of advertising can 

be definitely traced. Such as occasion 
has been experienced by the Bingham- 
ton Savings Bank, Binghamton, N. Y. 

During the eight-month period, from 
January to August, 1938, this institu- 
tion has achieved directly traceable re- 
sults from a campaign designed to at- 
tract new accounts and to stimulate old 
ones. 

This campaign was built around the 
“Daily Dime Saver” and promoted by 
means of dime banks distributed on 
the banking floor and by mail. Adver- 
tising was confined to local news- 
papers. 

Ferns, Anderson, Inc., service division 
of Samuel C. Croot Company, New 
York City, directed the campaign and 
reports that in the eight-month period, 
$10,000 in dimes were received for an 
expenditure of $3,000, which covered 
the agency fee, cost of the dime savers, 
postage, newspaper space, and all other 
items of expense. 

The campaign itself was similar to 
the one the agency has directed for a 
number of years for Central Savings 
Bank, New York City, and reported in 
detail in these columns in the April, 
1938 issue. 

In the Binghamton campaign, how- 
ever, it was possible to set up a close 
control of returns so that the actual 
results could be tabulated. This is how 
it was done. 

First of all, the dime savers were 
made up in two colors—for simplicity’s 
sake, we will call them red and black. 
The black dime savers were given out 
to regular depositors in the normal 
course of business, in about the same 
Volume as dime banks had been dis- 
tributed before the campaign started. 
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In this manner, the normal demand for 
dime banks was segregated and there- 
fore discounted from the results ob- 
tained through the dime saver advertise- 
ments. 

The red dime savers were sent out as 
the newspaper advertisements pulled 
requests for them. The advertising was 
keyed as to media (several newspapers 
were used) and as to the month in 
which each advertisement was _ pub- 
lished. To get the dime saver, it was 
necessary to fill out a coupon. 

The majority of inquiries (the cou- 
pons) came in by mail from Bingham- 
ton’s suburban vicinity and accounted 
for 681% per cent. of all inquiries. When 
the red dime savers were sent in re- 
sponse to these mail inquiries, each 
dime saver was keyed similarly to the 
coupon key. This made it possible for 
the bank to learn the exact number of 
new accounts, and the amount de- 
posited, for each month. That is, when- 
ever a red dime saver was brought in 
for deposit, the dime bank was so keyed 
that the teller knew which newspaper 
stimulated the original inquiry, and 
which month the inquiry was received. 

The remaining inquiries (311% per 
cent.) came in off the street. People 
coming into the bank and asking for a 
“Daily Dime Saver” were also given 
a red dime bank, but these carried no 
keyed identification. Thus they were 
distinguishable from the keyed dime 
banks sent out in answer to mail in- 
quiries, and a similar check could be 
kept as to their effectiveness when they 
were filled up and brought back for 
deposit. 

In this manner, 4,235 red dime banks 
were distributed during the period, and 
1,086 were returned. The cost of secur- 
ing new accounts before the campaign 
was initiated had been running about 97 
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cents per account. The cost of new 
accounts during the campaign dropped 
below 87 cents per account. 

Furthermore, the results of the dime 
saver campaign were compared with 
the bank’s new account record over a 
four year period. The campaign for 
January, 1938, brought new accounts 
that were third highest in number in 
four years, and larger than the Janu- 
ary, 1937, figure. In February, new 
accounts rose to the highest mark in 
four years. In March, they were third 
highest again. In April, second high- 
est. In May, by far the highest and 
33 1/3 per cent. above May 1937. In 
June, second highest. In July and 
August, new accounts were again high- 
est in the four year period. 

The amount of money spent in any 
one month varied according to the re- 
sults obtained in the previous month. 


That is, the cost was controlled so that 
in May, for example, the expense was 
no more than a dollar for each new 
account opened in April—in fact, the 
expense of any one month was gen- 


erally less than a dollar for each new 
account opened the previous month. 

In conjunction with the effort to 
obtain new accounts, a parallel effort 
was made to reduce the closing out of 
old ones. Whenever a depositor with- 
drew from his account, or closed it out, 
he was handed a Daily Dime Saver. 
The result of this simple and effective 
gesture was that inside of three months, 
close-outs had been reduced to the 
smallest number since 1934. 

For the eight-month period, counting 
the increase in new accounts and the 
decrease in close-outs, the bank enjoyed 
a net gain in accounts that was 70 per 
cent, over the previous year. 

It is unusual for a bank to have a 
sufficiently close control of its advertis- 
ing results to know exactly how much 
will come back in new deposits and 
new accounts for each dollar spent in 
advertising promotion. But it is sig- 
nificant that it can be done. Significant, 
too, is the corollary that efficiently 
directed advertising, specifically aimed, 
can fulfill its obligations with the accu- 
racy of an adding machine. 


SELLING BETTER LIVING 


Advertising—its economic functions and its influence on social progress—is too little 


understood. 


A series of copyright articles has been prepared by the Advertising Federa- 


tion of America as a contribution to a better understanding of advertising’s place in our 


industrial economy. 
sumer or business man. 


ALVIN COOLIDGE once related 
that when he was a boy in the 
hills of Vermont the only mer- 
chandise he saw was in the country 
store, but his horizon was broadened by 
the advertising of things that appealed 
to youth. With his desires aroused for 
the interesting and better things in 
life, he strove to obtain them. Assert- 
ing that advertising performs a distinct 
public service, Mr. Coolidge explained, 
“It is essential in the first instance to 
produce good merchandise but it is just 
as essential to create a desire for it.” 
This, in a nut-shell, is the service of 
advertising. As Calvin Coolidge im- 
plied, the most useful household appli- 
ance, the longest-wearing rubber tire, 
or the best mousetrap in the world will 
never be popular if hidden from the 
public. We cannot have desires for 
434 


The articles will be as interesting to bankers as to the average con- 
Here is the second of the series. 


things we do not know about. No 
motorist was concerned about having 
knee-action in his car until he learned 
about its advantages through advertis- 
ing. Yet it represents a marked im- 
provement in riding comfort. 

A century ago it took a long time to 
introduce any improvement in the way 
of living. Even the example of Presi- 
dent Fillmore, who installed the first 
bathtub in the White House in 1850, 
failed to make people bathtub-conscious. 
Fifty years later it still was an uncom- 
mon thing to have a bathtub in the 
home. The invention was there but 
people did not care about it—not until 
advertising got on the job and sold 
bathtubs. Then everybody wanted them, 
and today no home is complete without 
one. 

Only a short time ago our bathrooms 
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were ugly as could be. Somehow, no 
one thought of making them: beautiful. 
But when manufacturers began to ad- 
yertise artistic tile, tinted bathtubs, and 
beautiful plumbing fixtures, everybody 
realized how much pleasanter life can 
be with beauty in the bathroom. 

Our parents.and grandparents were 
well satisfied with the heavy staple 
foods of their time but we have learned 
to demand a balanced diet, with plenty 
of vitamins and minerals and a goodly 
assortment of light salads and tasty des- 
serts, to say nothing of out-of-season 
vegetables and fruits. Our food is much 
better today, because our eating habits 
have been changed by advertising. 

Where do you suppose the radio in- 
dustry would be if manufacturers had 
not advertised their receiving sets? 
Only fifteen years ago home radios 


were practically unknown. © Few people 
cared about radio or thought it would 
ever amount to much. But the infant 
industry embarked on a tremendous ad- 
vertising campaign, through newspapers, 
magazines, signs, and circulars, and in 
a miraculously short time radio’ sets 
were introduced into four out of every 
five homes in the land. ; 

It. is the same with many other) ar- 
ticles. Millions brush their teeth,‘be- 
cause advertising sold them toothpaste, 
and many children have even. been per- 
suaded by advertising to wash their 
necks and eat their spinach. 

Better living comes not merely 
through natural desires, but through 
education, and advertising is one of the 
strongest forces in public education. 
Advertising is the salesman for better 
living. 


HOW BANKS ARE ADVERTISING 


Tue Lincoln Bank and Trust Company, 
Louisville, Kentucky, is a strong advo- 
cate of the rotogravure section of the 
Sunday paper. The bank uses roto- 
gravure almost exclusively in. present: 


ing its advertising to Louisville citizens. 
It believes that the cost per reader is 
less than in using the conventional black 
and white pages, and it has found that 
attractive copy is more easily arranged 
for rotogravure. Moreover, there is less 
competition with “sale” advertisements 
in the picture section and the section, 
while small, does attract a great deal of 
reader interest. 

Recently, the bank has published a 
number of loan advertisements that are 
distinctive because they present the 
bank’s point of view in a comprehen- 
sive, yet easily readable fashion. 

For example, one ad in the series 
has an unusual pictorial representation 
of the bank’s building. A hypothetical 
signboard reading “FOR SALE—The 
Use of Money” is slapped. up on one 
side of the building, while the ad’s main 
heading reads “This Sign COULD. BE 
Used!” 

The copy, in the form of a statement 
by the bank’s ‘“Man-On-The-Street.” 
reads as follows: 


A sign like this might properly adorn 
the front of any bank. Selling the use of 


money is a major part of its business. Your 
bank wants to lend money. Stating the 
purchase price of that service is..a more 
difficult matter because there is mueh more 
involved than a mere interest rate. _How 
must the banker’ regard: his prospective 
purehaser? : 

1. Is he able to pay his debts? (That is 
a fair question because this purchase will 
be in the nature of a charge account.) 

2, Can he pay in a@ reasonable time? 
(Any merchant is interested in the answer 
to that question—the banker more so be- 
cause he is selling the use of merchandise 
which belongs to other people—his de- 
positors. ) 

3.. How about the buyer's business. char- 
acter? (If he is a good business man, he 
has plans: for paying this obligation. They 
will be sound plans. and he can show them 
to the banker.) 

4, Is the loan to be used for sound pur- 
poses? (Presumably the purchaser expects 
value from this service.. If the purpose is 
not sound then he will lose rather than gain 
and thus weaken his ability to pay.) 

Consider this sign as outside your bank. 
If you are interested, measure your pur- 
chasing power with these yardsticks. When 
the result shows that you are in a position 
to buy—come to your bank. 

The service is always for sale. 

Other advertisements of the series are 
equally significant. One was headed 
“The Bank Wants to LEND,” and had 
for its illustration a depiction of the 
hank’s facade with an insert cut of a 
section of industrial Louisville. The 
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TALE MALE OT EN 





“A BANK WHERE SMALL ACCOUNTS ARE WELCOME” 


“You, too, will enjoy 
doing your banking here.” 


e 


BANK OF MONTREAL 


BSTABLISHED 1617 


“4 PERSONAL CHEQUING ACCOUNT FOR YOU" — Acd for booklet at your branch 


You are invited to discuss with us your re- 


quirements for personal or business purposes. 


BANK OF MONTREAL 


ESTABLISHED 1817 


“A BANK WHERE SMALL ACCOUNTS ARE WELCOME” _ 


The newest advertising campaign of 

this Canadian institution demon- 

strates the attention value in domi- 

nant illustration, extremely pointed 

copy, and an ample display of white 
space. 


general theme is that the bank wants 
to do the best it can to lend money so 
as to stimulate activity, increase em- 
ployment, and so on—but it can’t find 
enough borrowers. The ad points out 
the necessity for making sound loans, 
then says, “Beyond this, it remains for 
the business man to take the initial step. 
He knows where the bank is situated, 
but the bank does not always know 
where to find him.” 

Another ad, headed “If a Bank Is to 
436. 


LEND There Must First Be a Borrower” 
begins with the statement, “If, as a busi- 
ness. man or an individual, you have 
need for money which you believe to 
be within the scope of sound banking 
—come to the Lincoln Bank with your 
request. It will receive fair, complete 
and intelligent consideration and if the 
lending officers believe it is a proper 
banking transaction—the Lincoln will 
make the loan. That is a plain, simple 
and official statement.” 

Not only is this series timely, but it 
accomplishes two objectives: it invites 
loan inquiries that are desirable; and 
it demonstrates to the public in gen- 
eral that the bank is not on what has 
been unfairly accused of banks in gen- 
eral, a “capital strike.” 


=~ 


A Bank Where Small Accounts Are 
Welcome 


A NEW Bank of Montreal (Montreal, 
Quebec) series has the above heading 
as an integral part of each advertise- 
ment. The series is remarkable particu- 
larly for its very short copy, its ample 
use of white space, and its dominant 
usage of illustrative sketches. The two 
advertisements shown here are typical. 
Another advertisement in this cam- 
paign depicts a farmer receiving mail 
from his R. F. D. box. Copy reads, 
“No matter where you live, you may do 
your banking with the Bank of Mon- 
treal. Write for our booklet ‘How to 
Bank by Mail,’ addressing your request 
to the undermentioned, or any branch.” 
Still another advertisement, showing 
a young husband, his wife and the 
family bank book, has equally pithy 
copy. It says, “No account is too 
small and none too large, for the Bank 
of Montreal to handle with efficiency 
and courteous attention to its custom- 
ers’ individual requirements. You are 
invited to open an account with this 
hank.” In addition to the usual 
“. ... Small Accounts Are Welcome” 
slogan, the ad invites inquiries for a 
booklet titled “A Personal Chequing 
Account For You.” ! 
Tailoring a Bank 
“TaiLorING' a Bank—to ‘the Business It 
Serves” ‘heads a distinguished-looking 
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advertisement published by the State- 
Planters Bank and Trust Company, 
Richmond, Virginia. The generous 
and effective use of white space can 
readily be visualized by the following 
dimensions. The outer border measures 
10” by 12”. Within this there is a 
single-lined border measuring : about 
7” by 9". The copy, including heading 
and text, within this inner border, 
measures about 5” by 614”. Thus the 
entire ad is framed, picture-like, -in its 
bordered white space. The bank’s seal 


is the only exception, for it follows the 
signature and cuts through the bottom 
line of the inner border, providing a 
foundation’ and preventing the ad’s 
symmetry from becoming monotonous. 
Copy is straight-forward, dignified and 
in keeping with the layout. 


It reads: 


A business man, viewing his bank from 
ey angle, is likely to set up these stand- 
ards: 

Its officers must be business minded .. . 
its departments amply staffed with experi- 
enced men... it must be alert to test out 
improvements in methods and equipment— 
an institution that business men can turn 
to with confidence, for suggestions, informa- 
tion and guidance on difficult problems. 

Its credit policies must be in line with 
today’s realities; and these policies must be 
reflected in action, as shown by the bank’s 
loans. ; 


And finally, it must be a bank in which 
the vigor of youth and the experience of 
maturity are well balanced—a bank for 
tomorrow as well as today. 


~~ 


Before and After 


To demonstrate the remarkable trans- 
formation that can be accomplished in 
remodelling a store front, The Cleve- 
land Trust Company (Cleveland, Ohio) 
recently published an advertisement, 
having the above heading, and illustrat- 
ing the change in what ‘may best be 
described as an 1890 facade into a 1939 
streamlined model. The sub-head reads, 
“A Modern Miracle in Building . . . 
and the cost would be less than $100 
a month.” The advertisement then ex- 
Plains how this moderate monthly sum 
would include architect’s fees, materials, 
labor, and so on. The ad, of course, 
hoosts the bank’s FHA plan, and three 
booklets are offered to anyone. inter- 


ested in FHA loans. Titles of these 


booklets are: “How to Improve Your 
Property”; “Digest of the 1938 FHA 
Plan”; “The FHA Plan of Home Own- 
ership.” : 


—_ 


Notes and News 


A RECENT newspaper advertising cam- 
paign of The Williamsburgh Savings 
Bank (Brooklyn, N. Y.) elaborated in 
part the bank’s now famous slogan “The 
Family Mutual Savings Bank.” Pre- 
senting typical family situations where 
a savings account proved valuable, the 
ads achieved a refreshing naturalness 
and human quality of treatment. Tied 
in with the newspaper advertising were 
24-sheet posters, modern in art work, 
conveying the message at a glance, and 
again featuring the slogan. 


THE National Shawmut Bank (Bos- 
ton, Mass.) has embarked upon an ex- 
tensive newspaper advertising campaign. 
Its purpose, according to. Walter 5. 
Bucklin, president, is “to bring about 
the maximum possible degree of co- 
operation. between this long-established 
institution and New England business 
concerns, with resultant benefit for the 
public as well.” The ads employ large 
photographic illustrations and empha- 
size the theme that “banks should be 
conservative during periods of inflation 
and stoutly reliable in times of stress.” 


One of the activities in conjunction 
with the 80th anniversary of the Corn 
Exchange National Bank and Trust 
Company (Philadelphia, Pa.) was the 
annual flower show conducted by the 
Corn X Club, an organization of the 
bank’s employees. H. T. Knaufmann, 
winner of ten first prizes in the show, 
was awarded a silver vase by President 
Paul Thompson. 


BARGAINS 
To the Right 
BARGAINS 
To the Left 
BARGAINS 
Everywhere . 
THE above heads a distinctive adver- 
tisement of -The Irvington National 
Bank. which supplements the Irvington 
Industrial series the bank has been con- 
ducting and which was reported in these 
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columns in the September, 1938, issue. 
The sub-head advertises a two-day sales 
event, and copy reads: 

We interrupt our “Know Irvington In- 
dustry” series to congratulate the local 
merchants on their co-operation to make 
possible for the 60,000 townspeople of Irv- 
ington even greater opportunities for eco- 
nomical shopping within the borders of 
Irvington, 


They have stocked their shelves with a 
complete line and a wide variety of quality 
merchandise at prices to meet competition 
anywhere in preparing for the thousands 
of thrifty Irvington families who will take 
advantage of this two-day sales event. 

Between the above paragraphs and 
the bank’s signature is the slogan “Irv- 
ington Merchants Promote Irvington 
Prosperity.” 


INTERESTING facts culled from a Mil- 
waukee newspaper ad of The First Wis- 
consin National Bank of Milwaukee— 
the products of Milwaukee’s breweries 
are valued at more than $30 million a 
year; that malt production ranks among 
the ten leading industries in that area 
with an annual output of almost $19 
million; that all seven malt concerns in 
Milwaukee, and five out of eight famous 
breweries bank at the First Wisconsin. 


Atso from Milwaukee comes an ad 
headed “FRESH VEGETABLES for the 
table . . .” and signed by the Mar- 
shall & Ilsley Bank, “The Oldest Bank 
in the Northwest.” Copy develops the 
system of food distribution that has 
been built up which requires the co- 
operation of farmers, railroads, truck 
lines, sieamship companies, produce 
men, grocers, country and city banks. 
“Schedules,” the ad states, “must be 
carefully worked out and maintained, 
frequently refrigeration and other spe- 
cial handling facilities must be pro- 
vided, truck and car loads kept on the 
move, for this merchandise is highly 
perishable.” The final paragraph points 
out that “Financing produce and its dis- 
tribution calls for modern banking fa- 
cilities—facilities which this Bank has 
developed and made available for this 
fast moving commerce.” 


THE “Journal,” published monthly by 
The Union and New Haven Trust Com- 
pany devotes its October issue to the 
subject of “Mecting New Haven’s Con- 
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tinuing Emergencies.” New Haven had 
its full share of flood ‘and hurricane 
disaster, but people can rise to dramatic 
emergencies better than they can con- 
tinually comprehend the daily disasters 
confronting thousands of people in the 
ordinary, routine course of life. So the 
booklet tells the story of the New Haven 
Community Chest—its origin, how it is 
supported, where the funds are allo- 
cated,-who is benefitted, and other in- 
teresting and salient facts. Inside the 
folder is a New Haven map, surrounded 
by sketches of the offices and _head- 
quarters of the thirty-one community 
chest agencies. An excellent contribu- 


tion to a most worthy cause. 


Just to show there is something new 
under the sun, we present verbatim the 
copy of a recent ad signed by the Mor- 
ris Plan Savings Bank, whose offices are 
located in Jacksonville, St. Augustine 
and — Tallahassee,. Florida. Headed 
“QUERY and REPLY” this ad reaches 
a new high in personality, breeziness, 
and that friendly chattiness often at- 
tempted but not so often achieved. So, 
with a deep breath, we present: 

We are sometimes asked why our weekly 
newspaper advertisements dwell now ani 
then upon subjects not akin to banking. 

The question is warranted. It is true we 
refrain from hawking our wares in every 
advertisement. Not always is our mind 
upon money-making. Being young, we holt 
a consuning interest in what goes on about 
us. 

But the primary reason for these admitted 
departures is that our Bank, a sturdy sav- 
ings institution, makes no appeal for de- 
posits. We have no checking accounts, no 
trust departments, no safe deposit boxes 
and no securities for sale. Thus we are 
restricted to one appeal, just one theme 
—that of LOANS. { 

Harping upon the latter subject week 
after week, month after month, would 
weary the reading public and strain unduly 
our stub pencil and editorial frown. 

These, we think, are presentable reasons 
for occasionally including in our paid space 
lighter vein comments upon present day, 
activities, local topics, antiquated tax laws, 
needless noise, the New Deal (slowly now; 
remember what the doctor said), slot ma- 
chines, state politics, traffic chiselers, and 
those trained baboons in the next car who 
paw the horn when the light turns green. 

At any rate, because of or in spite of 
advertismeents wise or otherwise, our loan 
volume grows apace—which, first and last, 
is the object of it all. 
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An unusual: folder is being circulated 
by the East River Savings Bank, New 
York City, to stimulate increased ‘ac- 
tivity in the bank’s Automatic Day and 
Night Depository service. The first of 
the four pages, headed “The Mechani- 
cal Teller” pictures the depository. The 
distinction lies in the fact that the de- 
pository is humanized into a robot-like 
appearance by a somewhat fantastic 
face and equally fantastic arms—one of 
which is drawn upwards in an at-your- 
service salute. 


ANOTHER flower show—this time spon- 
sored by the First National Bank and 
Trust Company, Montclair, N. J.—was 
held in September at the Upper Mont- 
clair office of the bank. Now in its 
eleventh season, the show received en- 
tries from: nearly 700 amateur gar- 
deners; also a display of orchids from 
professional growers comprised about 
500 plants. ‘There were no entry fees 
nor admission charges. 


THE. “Know hrvington ‘Industry’ series, 
a | campaign “presenting facts | con- 
cerning »localindustries to Irvington 
(N..J.) ‘citizens, is continuing under the 
sponsorship -of Phe Irvington National 
Bank, “An:éxample of the advertising 
was: presented’ in this department) last 
month.’ ‘Now comes ‘news as to how the 
seties is’ being merchandised. “At the 
conclusion ofthe series, the bank »plans 
to bind the:reprints of the ads in book- 
let form for school, library and Cham- 
ber of Gommerce use. Furthermore, 
photostatic blow-ups of the -weekly ads 
are being used in a 17 inch by 22 inch 
poster display at the apex of the bank. 
Whens they have served their purpose 
they i presented to the company 
which Tis the subject of the copy in 
the ad. ° 


Anp sos. . . “So long until next 
month” when we will have the pleasure 
of turning this department over to the 
presenting of the proceedings shortly to 
emanate from the F. A. A. Round-Up 
in Fort Worth, Texas. 


Who’s who in bank public relations 


ISCONSIN’S pioneer dairyman 

was Hiram Smith; in fact, the 

dairy building at the state’s uni- 
versity is named after him. Now Mr. 
Smith had a farm at Sheboygan Falls. 
Superintending that farm was a man 
named Distelhorst who had a son named 
Walter Distelhorst. 

In good time, Walter Distelhorst grew 
up and attended the University of Wis- 
consin, paying his way by playing the 
clarinet—in fact, during his senior year 
he was secretary of the Musician’s 
Union. Before receiving his A.B. he 
was a member of the university’s first 
journalism class, a study which became 
immediately useful to him because for 
the twelve years after graduation he 
worked on the Milwaukee daily papers. 

Most of this newspaper work com- 
bined his writing and musical talents, 
Placing him in the editorial chair cov- 
ering Milwaukee’s theatrical and musi- 
cal activities. A contemporary of Edna 
Ferber while on the Milwaukee “Jour- 
nal,” he was bitten by the writing bug 
and sold a number of short stories to 
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various magazines at that time, One of 
these, incidentally, was made over into 
a two-reel silent movie. 

He is a life member of the Wisconsin 
Alumni Association and also an honor- 
ary member of the Milwaukee Press 
Club, having been president of the lat- 
ter organization. The Press Club was 
a grand place to meet and shake hands 
with the farmers on their visits to Mil- 
waukee. 

When the World War came along, 
Mr. Distelhorst found himself a staff 
member of the Milwaukee Defense 
Council, “doubling” in the State Guard 
Band, 7th Infantry. 

Thereafter he became advertising 
manager for the First Wisconsin Na- 
tional Bank in Milwaukee (1920-22) ; 
then he was with the Security National 
Bank in Sheboygan (1922-26); and 
since that time with the First National 
Bank, Louisville, Ky.,° as advertising 
manager of the institution. 

Mr. Distelhorst is active in Louis- 
ville’s civic affairs and community life. 
He is a member of the Louisville Coun- 
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Walter Distelhorst, advertising man- 
ager First National Bank Louis- 
ville, Kentucky. 


cil of Churches; treasurer of the Louis- 
ville Tuberculosis Association; a board 
member of the Union Gospel Mission; 
and a council member of the Community 
Chest. He is, in addition, treasurer of 
the Louisville Symphony Orchestra and 
holds down the chair of second clarinet- 
ist in that organization. Furthermore, 
he lectured on advertising for several 
years at the University of Louisville. 

Mr. Distelhorst has been vitally in- 
terested in advertising associations, 
financial and otherwise. Back in 1922 
he was exhibits chairman of what was 
then the Associated Advertising Clubs 
of the World which held its convention 
in Milwaukee in that year. He attended 
his first F. A. A. meeting at Indian- 
apolis in 1920 and has been quite a 
regular delegate ever since. He was 
the F. A. A.’s Louisville general chair- 
man for the 1930 convention and the 
following year was elected a director 
of that association. In addition, this 
is his second year as editor of the “Ken- 
tucky Banker,” a monthly magazine of 
the state association. 

He resides in the Highlands section 


of Louisville (1360 Eastern Parkway) 
with his wife and daughter (Ruth) ; his 
son (Stuart), a graduate of Purdue, is 
now in industrial journalism on “Air 
Conditioning” in New York City. 

Ruth Distelhorst follows her father’s 
musical footsteps and, having taken spe- 
cial honors in the violin at Georgetown 
College, now joins him in rehearsals 
of the Louisville Symphony Orchestra. 

And incidentally, Mr. Distelhorst has 
a library of wood-wind music that is 
said to be among the best in the coun- 
try outside of professional collections. 

Our informant reports that he con- 
siders his career rather common-place, 
but we must disagree with him on this 
point as it seems to us to be far from 
that. However, he also admits that it 
has been great fun and that he’s having 
the time of his life doing the things he 
likes to do. We will agree with him 
here. Being a. newspaper man, writer, 
advertising manager, musician, father, 
and hooked up with a splendid assort- 
ment of civic enterprises probably is a 
lot of fun—and a considerable series 
of accomplishments to boot. 
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WORLD’S FAIR CLUBS 


Banking institutions in_ thirty-eight 
states are now operating New York 
World’s Fair 1939 Savings Clubs, ae- 
cording to a report just made to Grover 
A. Whalen, president of the Fair Cor- 
poration. 

The popularity of these clubs arises 
from the fact that they enable individ- 
uals and families easily to finance a 
trip to the Fair next year through grad- 
ual accumulation of the "necessary 
funds instead of by single demand upon 
financial resources. The slogan of the 
plan is: “Save Today to See the World 
of Tomorrow.” 

Some of the banks which have in- 
stituted the World’s Fair Savings Clubs 
are operating them in connection with 
Christmas and Vacation Clubs, these 
having for long been in_ successful 
existence. 
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BOOKS for BANKERS 


Tue INVESTMENT VALUE OF GOODWILL. 
By Lawrence N. Bloomberg. Balti- 
more: The Johns Hopkins Press. 
1938. Pp. 70. 75 cents. 

THE object of this most unusual and 

at the same time convincing study is to 

demonstrate the investment value of 
goodwill. It is the author’s contention 
that while goodwill has been consideretl 
by lawyer, accountant, and economist, 
it has been overlooked to too great an 
extent by the investment student, and 
this he attempts to prove by comparing 
the earnings records of two groups of 
companies—those whose chief asset is 
physical property and those who rely 
mainly on buyer goodwill. In choosing 
his companies he has taken care to ex- 
clude both the phenomenal successes 
and failures, confining himself to an 
average selection. In this and in all 
other respects the experiments were car- 
ried out along approved scientific lines. 

But what of the results? The main 
conclusion is that the stocks of the 
goodwill companies considered both 
over a long period of years and over 
short market fluctuations have stood up 
better and earned more than those of 
the physical asset companies and that 
they are consequently underpriced. 
Here is a disclosure startling enough 
to make a considerable difference in 
market transactions if it is true and 
startling enough in any case to invite 
further investigation. The superiority 
noted included both capital apprecia- 
tion and annual return. 

The reasons Mr. Bloomberg gives to 
explain the results of his controlled 
tests are both well taken and corivinc- 
ing. Chief among these is that the eco- 
nomic structure of the goodwill com- 
panies is more flexible than that of the 
physical asset Companies and, therefore, 
more capable of adjusting itself to 
changing financial conditions. For ex: 
ample, because of heavy plant, land, 
and equipment investment, the tax and 

service charges of the physical 
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asset companies represent heavy fixed 
charges, while, because Federal -taxa- 
tion is largely confined to earnings, the 
goodwill companies find that their ex- 
penses and earnings fall and rise more 
nearly together. 


Tue Cost: PrincipLe In ‘MINIMUM 
Price Recuration. By. Herbert F. 
Taggart.: Ann: Arbor: University of 
Michigan. Pp. 332. $1.00. 

As a complementary volume to the same 
author’s “Minimum Prices’ Under_ the 
NRA” this work studies laws of the 
type of the California Unfair Practices 
Act, which forbids sales below the cost 
to the seller, particular attention being 
given to the technical difficulties of de- 
fining cost for such a purpose. The 
main problem seems to be that such 
laws if literally interpreted would place 
an enormous burden on the courts and 
officials and create an extraordinary 
amount of employment for accountants. 
On the other hand, if the laws are not 
literally interpreted and enforced, they 
might better not be passed at all. The 
solution seems to lie, if minimum price 
legislation must be had, in the estab- 
lishment of terms of minima that are 
more easily determined and more defi- 
nite in character. 

With these facts in mind, the author 
draws upon his extensive NRA experi- 
ence to first consider the problem of the 
original formulation of the cost. rule 
and then the mechanics required for 
its implementation. 


TARIFF LEVELS AND THE ECONOMIC 
Unity oF Europe. By H. Liepmann. 
New York: The Macmillan Company. 
1938. . Pp. 424. $6.00. : 


To the post war tariff policies of the 
various European countries the author 
of this book, lays the blame for ‘the 
highly unsatisfactory and dangerous 
state of politics on that continent today. 
Technical advance, he points out, may 
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well alter the economic pattern of a 
country. Oil has lessened the impor- 
tance of coal in some countries and 
chemistry has broken the nitrate mo- 
nopoly of Chile. But these natural 
forces have not been allowed -to take 
their natural course. Behind high tariff 
walls and under the forced draft of 
armament programs many nations are 
trying to induce recovery by manufac- 
turing an artificial pocket-sized world 
of their own. The result is, despite 
outstanding exceptions, that interna- 
tional trade has dwindled and interna- 
tional ill will has swollen to dangerous 
proportions. For, as the author puts 
it, “practically all the states of Europe 
are unable to live without each other, 
or without the world, or the world with- 
out Europe, in economic and political 
peace.” 

A particularly pertinent example at 
this time, picked from a mass of similar 
material in the book, is the case of Ger- 
many and Czechoslovakia. From 1927 
on Czech tariffs increased, German ex- 
ports to that country decreased. and 
feeling grew, culminating in the recent 
great surrender. This, though an ex- 
treme example, is the general nature 
of an almost universal trend that pro- 
vides the greatest existing threat to the 
well-being of the world, in the opinion 
of this author. 


SovieT TRADE AND DistTRIBUTION. By 
Leonard E. Hubbard. London: Mae- 


millan and Co. 

381. $5.00. 
INTEREST in the Soviet system of social- 
ism and how it works is apparently 
boundless in this country and in Eng- 
land if the number of books published 
on the subject is any indication, and 
this is perhaps the case both because 
of the severe criticism and loss of pres- 
tige suffered by the capitalistic democ- 
racies in recent years and the veil of 
censorship and official pronouncements 
which have made the Soviet system an 
almost impenetrable mystery. The pur- 
pose of this book is to lift a corner of 
that veil and show us the mechanics 
and actual workability of the Soviet 
system of trade and distribution. 

The chief difficulty the author has 
experienced is in striking a fair balance 
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between scepticism and credulity. In 
his own words “It would be too arbi- 
trary to reject all official statistics and 
statements as. worthless; on the other 
hand, to accept them without qualifica: 
tion would give a very misleading and 
far too favorable complexion to the 
situation.” What he has done to solve 
this dilemma is to describe for us the 
trade and distribution system as it is 
supposed to work in theory, pointing 
out as he goes along the discrepancies 
revealed by his personal observation 
and a comparative analysis of official 
facts and figures. 

One of the most illuminating points 
made in this study lends. confirmation 
to. the frequent contention that the 
Soviet Republics are finding that ex: 
pediency requires them to back down 
considerably from the tenets of pure 
socialism. That point is that rationing 
of all consumer goods in equal quan- 
tities to all, which was tried in the first 
years of the experiment, has given way 
to a system of controlled free trade: 
Shops now stock what they wish and 
customers buy what they wish, but 
prices both retail and wholesale are 
rigidly regulated by the state. Complete 
equality has also gone by the boards. 
Some of the large city stores stock a 
quality of goods unknown in other sec- 
tions for which widely varying. wage 
scales have provided a_semi-wealthy 
class as customers. 

Under the old system the worker, 
when he received his rations, could not 
substitute meat for bread, if he wished. 
If he did not require his full share of 
rations, the money saved could only 
be used on the commercial market. Now 
more claims are made on the retail 
trade organizations. Shop managers 
have to study the public’s desires and 
preferences and calculate their probable 
turnover, which has become much more 
elastic than under rationing. In de- 
fense of the new system, Soviet econo- 
mists point out that overhead costs im 
Soviet trade add only 11 or 12 per cent. 
to the wholesale price of goods as com- 
pared to 25 or 30 per cent. in capital- 
istic trade. But, as Mr. Hubbard points 
out, this difference is largely explain 
by the additional services such as de- 
livery of goods and other customer 
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conveniences not offered by Soviet 
stores and by the fact that tax expenses 
are not included in the Soviet figures 
and are so included in those for the 
capitalistic countries, 

The upshot of the whole thing is that 
the reader begins to wonder more and 
more just what the difference is between 
Soviet Russia and the other dictator 
countries. 


THe Revenue Act or 1938. New 


York: Manufacturers Trust Company. 
1938. Pp. :164. 


PuBLISHED and distributed by the Manu- 
facturers Trust Company of New York, 
this handy reference volume contains 
the text of the new Federal tax law 
together with an explanation of its more 
important features. By means of an 
ingenious use of brackets and _ italics 
the provisions of the old law are in- 
cluded for comparison. A feature of 
the book is the date showing the old 
and new provisions applicable to un- 
distributed profits and capital gains. 
Other valuable material includes a sum- 
mary of the act, a comprehensive index, 
and suggestive statistical tables. 


INTERNATIONAL TRADE AND FINANCE. By 


John Parke Young, Ph.D. New 
York: The Ronald Press Company. 
1938. Pp. XXXI-526. $4.00. 


THe purpose of this textbook is to 
present as simply as possible the eco- 
nomic and financial principles under- 
lying international affairs, together with 
facts and descriptive material necessary 
to an understanding of international 
economic developments. The author 
feels that, because events of recent years 
have so emphasized the close interrela- 
tion of all nations, in a study of inter- 
national trade all fundamental economic 
and financial problems must receive 
more adequate treatment than has pre- 
viously been the case. For this reason 
he discusses the effect of monetary con- 
ditions of one country on those of an- 
other. 

The text stresses such fundamental 
questions as gold, price level relation- 
ships, capital movements, tariffs and 
foreign policies. It also deals with 
such important subjects as shipping, 
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raw materials, commodity movements, 
foreign exchange methods, and the 
financing of trade. And since economic 


and political problems cannot be sepa- 
rated, political matters are included. 
Illustrations consisting of maps and 
charts provide a valuable aid to study. 


THe Cominc War. By L. L. B. Angas. 
New York: The New Era Publishers. 
1938. Pp. 19. $2.00. 


THE little pamphlet by Major Angas is 
one of the best of the analyses which 
he has made in recent years. It was 
written a few days before the middle 
of September and, at that time, Major 
Angas, like a great many more people, 
was inclined to feel that another world 
war was imminent. He was careful to 
make clear that, in his opinion, it was 
not inevitable. In the sense that there 
is now little prospect .of an immediate 
war, the pamphlet is out of date before 
these lines are published. Major Angas 
has, however, made such an enlighten- 
ing analysis of the underlying factors 
which have led up to the recent crisis 
and which, while influenced and modi- 
fied by the Munich accord, are still 
factors which must be reckoned with. 

One of the most important of the 
points which he makes is the fact that 
Hitler will find it difficult to keep his 
military equipment up-to-date. The 
allies, on the other hand, while behind 
now, will have the advantage of more 
recent material because it will be newer. 
Moreover, Major Angas points out, the 
economic situation in Germany is dif- 
ficult and seems likely to become more 
so in the future. The acquisition of 
the Sudeten area will, for the moment 
at least, increase the food problem of 
the Reich since it is an area which can- 
not feed itself, and it. will further. in- 
crease the industrial competition within 
Germany. 


Altogether this little pamphlet is both 
informative and stimulating. It shows 
the ‘results of Major Angas’ long per- 
sonal contact with Europe and should 
be distinctly helpful to the thoughtful 
reader even though the prospect of a 
war on that continent has been indefi- 
nitely although not permanently post- 
poned 
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PRINCIPLES OF THE NEW YorRK STAND- 
ARD Fire Insurance Ponicy. By 
Abe. J. Goldin. Philadelphia: Insur- 
ance Publishers. 1938. 

THE author, a lawyer of long experience 
in the field, here dissects clause by 
clause the New York Standard Fire In- 
surance Policy with the object of clari- 
fying its major provisions and omis- 
sions, giving the legal interpretations 
as rendered in court decisions. The book 
is designed for students in schools and 
colleges and for those training for state 
insurance -positions. For this reason a 
special effort has been made to avoid 
the cumbersome language of legal de- 
cisions and to set forth the principles 
enunciated in court decisions in under- 
standable language. 

Supplementary material includes a 
variety of sample policy forms and a 
brief history of insurance from almost 
prehistoric times to the present. 


Executive's Data Book. New York: 

Prentice-Hall. 1939 edition. 75 cents. 
Tus is a small pocket-size book which 
was originally designed for the personal 
use of one of the executives of Prentice- 
Hall, Inc. Due to the insistent demand 
of those who knew and appreciated its 
usefulness it has now been adapted for 
general executive use. Among the data 
included in this useful book will be 
found the following: a regular diary; 
U. S. travel guide; telegraph and tele- 
phone information; outline of law of 
contracts; Federal income tax rates and 
exemptions; capital gains and losses; 
simple rules for minimizing estate tax; 
Federal estate tax rates; Federal gift 
tax rates; social security taxes and 
benefits; Federal tax calendar; table for 
finding selling price; chain discount 
equivalents; radio and cablegram table; 
number of days between dates; exact 
interest table; weights and measures; 
metric system comparison; technical 
information; poisons and antidotes; 
United States Presidents; new bridge 
scoring; perpetual calendar; official 
map of the airways. 


THe New Economic STRUCTURE oF 
Yucatan, Mexico, D. F. 
In this pamphlet of eighty-seven pages 
(published in Spanish) is given the 
story of measures taken to revive the 
henequen industry in Yucatan. It also 
includes data relating to the semi-oflicial 
organization which controls this indus- 
try. As a result of this organization’s 
activities, it is claimed that the produc. 
tion of the fiber will be greatly in. 
creased, and its quality much improved. 


INVESTMENT TRUSTS AND FUNDS FROM 
THE Investor’s Point oF View. By 
E. C. Harwood and Robert L. Blair, 
Cambridge, Mass.: American Insti- 
tute for Economic Research. 1938, 


Pp. VI-104. $1.00. 


THE principal aim of this book is te 
acquaint the small investor with the 
nature of investment trusts in general 
and to point out a few exceptionally 
good trusts in particular. The authors 
present charts comparing the earnings 
record of a number of specific trusts 
with the American average, naming 
names. 

Also included are a history of Brit- 
ish and American trusts and a descrip- 
tion of a hypothetical ideal investment 
trust against which the reader may com- 
pare the specifications of the trust of 
his final selection. 


BOOK NOTES 
The final 1938 edition of Rand Me- 


Nally’s Bankers Directory is now avail- 
able and is priced at $15 a copy. In 
spite of Government regulation, changes 
continue to occur in the bank structure. 
A year ago there were 15,812 head 
office banks; six months ago there were 
15,659 and today there are 15,554. Ae- 
counting for these changes is the fact 
that 312 banks closed through liquida- 
tions, absorptions, mergers, conversions 
or consolidations; 54 branch banks 
were discontinued; 72 banks changed 
title and/or location and 152 banks or 
branch banks opened. 
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NEWS DIGEST 


This department presents a compact review of newsworthy developments in the banking 
field during the past month. The news, obtained from many sources, has been carefully 
condensed and arranged by topics. 


Anniversaries 


qAn unusually attractive booklet has 
been issued by the Bank of Australasia 
commemorating the one hundredth an- 
niversary of the opening of that bank 
in Melbourne, Australia, on August 20, 
1838. The booklet gives a brief his- 
tory of the bank with views of the vari- 
ous buildings it has occupied. Of spe- 
cial interest are the reproductions of 
the charter granted the bank by King 
William the Fourth and the addition 
to the charter issued during the reign 
of Queen Vicoria. 

The contrast between the original 
two-roomed cottage and the present 
building in Melbourne, and between the 
iron chest and the modern strong rooms 
of today gives the best illustration of 
the hundred years’ progress of the Bank 
of Australasia in Melbourne. During 
that period total assets have grown 
from a few hundred thousand pounds 
to £55,846,939. 


QA birthday party was held on the 
floor of the Boston Stock Exchange on 
the afternoon of-October 13 in celebra- 
tion of the 104th anniversary of the 
founding of the institution. A real 
birthday cake complete with 104 candles 
was among the features of the celebra- 
tion. Edward Gilbert, son of one of 
the founders of the exchange, killed 
two birds with one stone by wielding 
the cake knife for both the exchange 
and himself—his 87th birthday falling 
on the same day. 


{ October 22 marked the 75th anniver- 
sary of the First National Bank of 
Louisville, Ky. No special program 
was planned. 


qj The First National Bank of Circle- 
ville, Ohio, and the First National 
Bank of Hudson, Wisconsin, both cele- 


brated their 75th 


October. 


anniversaries in 


@ Nothing more than the continuance 
of its customary services marked the 
80th anniversary of the Jefferson 
County Bank of Jefferson, Wisconsin,, 
last month. The bank still occupies 
the same site which it did when 
founded. W. W. Henry has been presi- 
dent of the bank since 1928. 


q Fifty years of continuous operation 
and of unbroken dividends were cele- 
brated by the Citizens Bank of Warrens- 
burgh, Mo.,; on November 3. In that 
period capital has increased from 
$25,000 to $100,000. Surplus now 
stands at $100,000 and_ undivided 
profits at $30,000. 


Associations 


q Completion of the program for the 
sixty-fourth annual convention of the 
American Bankers Association which 
will be held at Houston, Texas, Novem- 
ber 14 to 17 has been announced by 
Orval W. Adams, president of: the 
association and executive vice-president 
of the Utah State National Bank of 
Salt Lake City, Utah. 

The convention will have three gen- 
eral sessions, five divisional sessions, 
a bank management round table con- 
ference at which’ intermediate credit 
will be discussed; a public relations 
clinic, and a public relations labora- 
tory. 

The public relations features of the 
program will include a laboratory in 
which will be shown to the delegates 
what the Association is doing in the 
field of advertising, publicity and radio 
and what the Association and banks 
are doing in the field of moving pic- 
tures. 
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Delegates from the northern states 
are advised to wear normal fall cloth- 
ing. The Houston weather authorities 
state that the average temperature dur- 
ing November in Houston over a long 
period of years has been 61.5 degrees. 

The general sessions will be ad- 
dressed by national leaders including 
Jesse H. Jones, chairman of the Recon- 
struction Finance Corporation; W. J. 
Cameron of the Ford Motor Company; 
Dr. Adam S. Bennion, assistant to the 
president of the Utah Power and Light 
Company of Salt Lake City, Utah; J. 
Reuben Clark, Jr., chairman of the 
Foreign Bondholders Protective Coun- 
cil, Inc., of New York City; Dr. Karl 
T. Compton, president, Massachusetts 
Institute of Technology, Cambridge, 
Mass.; and Bishop James T. Freeman, 
Episcopal Bishop of Washington, D. C. 

Election of officers will be held at 
the second general session, Wednesday 
morning, November 16 and the in- 
augural ceremony for new officers will 
be held Thursday evening at which time 
the Houston Glee Club and Mario 
Chamlee, New York Metropolitan Opera 
star, will sing. 

The complete program is as follows: 

First session, Tuesday, November 15: 
“Industrial Freedom,” by W. J. Cam- 
eron, Ford Motor Company, and ad- 
dress by Jesse H. Jones, chairman, Re- 
construction Finance Corporation. 

Second general session, Wednesday, 
November 16: “When Two Generations 
Meet,” by Dr. Adam S. Bennion, assist- 
ant to the president, Utah Power and 
Light Company, Salt Lake City, Utah, 
and “Constitutional Liberties,” by J. 
Reuben Clark, Jr., chairman, Foreign 
Bondholders Protective Council, Inc.. 
New York City, and former ambassa- 
dor to Mexico. 

Third general session, Thursday, No- 
vember 17: “Science Employment and 
Profits,” by Dr. Karl T. Compton, 
president, Massachusetts Institute of 
Technology, Cambridge, Mass., and 
“Maintaining Spiritual Values in 
American Life,” by Bishop James T. 
Freeman, Episcopal Bishop of Wash- 
ington, D. C. 

Inaugural ceremony, Thursday night, 
November 17: Houston Glee Club 
under the direction of Walter R. Jen- 
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kins. Mario Chamlee, leading tenor, 
Metropolitan Opera Company, New 
York City. 

State Bank Division meeting, Mon- 
day, November 14: “What State Banks 
Can Do,” C. B. Axford, editor, .Ameri- 
can Banker, New York City; and “An 
Examination of the New Economics,” 
by William A. Irwin, assistant educa- 
tional director, American Institute of 
Banking, New York City. 

National Bank Division meeting, 
Monday, November 14: “Bank Taxa- 
tion,” by J. N. Quinn, cashier, First 
National Bank, Hugo, Colorado; “The 
Banker in the Business Life of the Com- 
munity,” by Dunlap C. Clark, presi- 
dent, American National Bank, Kalama- 
zoo, Michigan and “Pensions Pre- 
ferred,” by Dr. Paul F. Cadman, con- 
sulting economist, San _ Francisco, 
Calif. 

Trust Division meeting, Tuesday, 
November 15: “Advantages of the 
Corporate Executor and Trustee,” by 
Hon. James V. Allred, Governor of the 
State of Texas; and “Phases of the 
Trust Business,” by Lindsay Bradford, 
president, City Bank Farmers Trust 
Company of New York. 

Savings Division meeting, Wednes- 
day, November 16: “The Savings Bank 
and the Railroads,’ by Fairman R. 
Dick, Dick & Merle-Smith, Investments, 
New York City; “Savings Deposits a 
Growing Responsibility,’ by Hon. 
William R. White, Superintendent of 
Banks, New York City; and “Some- 
thing for Nothing,” by Philip A. Ben- 
son, vice-president, American Bankers 
Association and president, Dime Sav- 
ings Bank, Brooklyn, N. Y. 

State secretaries meeting, Tuesday, 
November 15: Reports of committee: 
“Investment Portfolios,” by Don E. 
Warrick, secretary, Indiana Bankers 
Association, Indianapolis, Ind.; “State 
Bankers Association Management,” by 
David M. Auch, secretary, Ohio Bank- 
ers Association, Columbus, Ohio; 
“State Legislation,” by C. C. Wattam, 
secretary, North Dakota Bankers Asso- 
ciation, Fargo, N. D.; and “Pension 
Plans—State Bankers Association,” by 
M. A. Graettinger, executive vice-presi- 
dent, Illinois Bankers Association. 


Chicago, Ill. Addresses: “A. I. B. and 
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the State Bankers Associations,”. by 
Milton F. Barlow, president, American 
Institute of Banking, cashier, National 
Citizens Bank, Mankato, Minn.; and 
“Recent Federal Legislation,” by D. J. 
Needham, general counsel, American 
Bankers Association. 

Bank management round table con- 
ference, Thursday, November 17: “In- 
termediate Credit for Industry,” by 
E. N. Dekker, assistant vice-president, 
National City Bank, Cleveland, Ohio; 
“Real Estate Loans—Values and Ap- 
praisals,” by D. Howard Doane, presi- 
dent, American Society of Farm Mana- 
gers and Rural Appraisers, St. Louis, 
Mo.; and “Installment Financing and 
Personal Loans,” by Elmo Thompson, 
vice-president, First National Bank and 
Trust Company, Tulsa, Oklahoma. 

Constructive Customer Relations 
Clinic, Tuesday, November 15: Series 
of interviews conducted by William A. 


Irwin, assistant educational director, 


American Institute of Banking on Pub- 
lic Education, Customer Relations, In- 
stitute Work with B. J. Schwoeffer- 
mann, president, The Citizens National 


Bank, Chicago Heights, Ill.; Claude L. 


Stout, executive vice-president, Poudre 
Valley National Bank, Fort Collins, 
Colo.; Milton F. Barlow, president, 
American Institute of Banking and 
cashier, The National Citizens Bank, 
Mankato, Minn. “Another Step in 
Customer Relations,” by Dr. Harold 
Stonier, executive manager, American 
Bankers Association. Motion picture 
with George E. Forman, commentator. 


{A bank clerks’ conference was both 
a novel and successful feature of the 
recent Nebraska Bankers Association 
meeting. Under the leadership of Byron 
Dunn, vice-president of the National 
Bank of Commerce, Lincoln, Nebraska, 
subjects were discussed that included: 
the teller’s contact with the public and 
what he needs from the bookkeeping 
and transit departments to help him; 
the proper way of making book entries 
on service charges; routing of items; 


handling stop payments and post-dated 
checks. 


{The District of Columbia Bankers 
Association has voted to extend mem- 
bership to include suburban banks 


THE BANKERS MAGAZINE for November, 1938 


within a ten mile radius of Washing- 
ton. This will make available to the 
outlying bankers the educational and 
entertainment programs of the Asso- 
ciation. 


Banker-Farmer 


q Ten pure-bred cattle have been pre- 
sented by Dan Stephens, president of 
the Stephens National Bank, Freemont, 
Nebraska, to Father Flanagan’s Boys’ 
Town, home for boys made famous by 
the recent motion picture of that name. 
The cattle were pure-bred Swiss, a part 
of Mr. Stephens’ pedigreed herd. He 
hopes they will both supply the boys 
with fine milk and arouse their interest 
in animal husbandry. 


Bank Statements 


The statement of the Philadelphia 
National Bank as of September 30 
shows total assets of $441,013,028; de- 
posits $390,336,957; loans and dis- 
counts $74,576,993; cash and due from 
banks: $144,243,041; U. S. Government 
securities $150,537,884; state, county 
and municipal securities, $10,491,444; 
other securities $51,593,734. 

Capital stock is $14,000,000; surplus 
and net profits $25,715,107 and reserve 
for contingencies is $4,381,001. 


q| The statement of condition of Manu- 
facturers Trust Company, New York, as 
of September 30, 1938, shows deposits 
of $645,093,134 and resources of $763,- 
549,641. This compares with deposits 
of $619,824,134 and resources of $737,- 
811,929 shown on June 30. 

Cash and due from banks is listed 
at $206,617,807, as against $201,689,- 
318 on June 30. U. S. Government se- 
curities stands at $183,374,045; three 
months ago it was $183,533,695. Loans 
and bills purchased is $232,369,224 
which compares with $221,848,141 at 
the end of the previous quarter. 

Preferred stock is $9,306,520, which 
represents a decrease of $50,000 from 
the previous quarter, due to the pur- 
chase of shares in the open market and 
consequent retirement. Common stock 
is $32,998,440, unchanged from the last 
quarter. 
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Net operating earnings for the quar- 
ter ending September 30, 1938, were 
$2,353,287 as against $2,293,262 for 
the same period last year. Dividends 
of $232,663 were paid on preferred 
stock and $824,959 on common stock, 
leaving a balance of $1,295,665. Of 
this amount, $481,669 was used to 
amortize bond premiums and for taxes, 
etc., leaving $813,996, which amount 
was transferred to reserve account. 


q The statement of The Chase National 
Bank for September 30, 1938, shows 
the deposits of the bank at $2,376,974,- 
000 compared with $2,152,228,000 on 
June 30, 1938, and $2,128,875,000 on 
September 30, 1937. 

Total resources amounted to $2,670,- 
123,000 compared with $2,449,267,000 
on June 30, 1938, and $2,422,152,000 
on September 30, 1937; cash in the 
bank’s vaults and on deposit with the 
Federal Reserve Bank and other banks, 
$986,341,000 compared with $801,270,- 
000 and $708,884,000 on the respective 
dates; investments in United States 
Government securities, $661,918,000 
compared with $626,756,000 and $575,- 
011,000; loans and discounts, $620,- 
197,000. compared with $654,027,000 
and $817,313,000. 

On Sept. 30, 1938, the capital of the 
bank was $100,270,000 and the surplus 
$100,270,000, both amounts unchanged. 
After payment on August 1 of a semi- 
annual dividend amounting to $5,180,- 
000 the undivided profits on September 
30, 1938, were $31,136,000 compared 
with' $31,999,000 on June 30, 1938, and 
$25,888,000 on September 30, 1937. 


q Loans are up ‘$1,000,000 and U. S. 
Government securities have decreased 
$16,000,000 in the statement ofthe 
Northern Trust Company, Chicago, as 
of September 28, 1938. Total deposits 
stand at $326,895,993, or at about 
$800,000 less than last June, and cash 
and due from banks is up $14,000,000 
at $134,950,355. Savings deposits are 
also off slightly at $72,180,039. 


@ The statement of condition of the 
Guaranty Trust Company of New York 
as of September 30, 1938, shows de- 
posits of $1,573,141,067.24, as com- 
pared with $1,496,430,798.21 at the 
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time of the last published statement, 
June 30, 1938. Resources totaling $],- 
898,794,744.98 compare with $1,816,- 
207,890.46 on June 30. 

Undivided profits are $12,041,182.65, 
compared with $12,010,401.89 on June 
30, and with $10,657,925.52 a year ago. 
The company’s capital and surplus re- 
main unchanged at $90,000,000 and 
$170,000,000, respectively. 


q Total assets of the Central Hanover 
Bank and Trust Company, New York, 
are reported at $1,003,885,445 in the 
September 30 statement. U. S. Govern- 
ment securities are carried. at $17].,- 
631,880 and loans at $163,466,432. 
Total deposits are $902,148,549. Sur- 
plus amounts to $60,000,000 and un- 
divided profits $11,133,647. 


q The statement of the Brooklyn (New 
York) Trust Company as of September 
30 shows total deposits of $115,203,761 
and total assets of $130,116,350 as com- 
pared respectively with $110,839,834 
and $125,817,554 on June 30. Cash on 
hand and due from banks remained 
about the same at $41,819,788 while 
holdings of United States securities in- 
creased about three million.to $35,439.- 
925. Loans declined slightly and: capi- 
tal and surplus remained unchanged. 
Undivided profits increased from $1.- 
379,629 to $1,404,013. 


Buildings 


q A formal dedication and public re- 
ception opened the modern new home 
of the Third National Bank of Nash- 
ville, Tennessee, on October 5. For the 
occasion the bank issued an attractive 
booklet giving the history of ‘the insti- 
tution and a description of the new 
building. The new banking room is 
nearly five times as large as that oc- 
cupied when alterations and additions 
were begun a year ago and twelve times 
as large as the original quarters opened 
in 1927. The addition to the building 
has been carried to a height‘ of twelve 
floors, and the majority of the ‘offices, 
like the banking room, are ‘air-condi- 
tioned by a large modern plant: Among 
the many features of the new home of 
the Third National are a new vault and 
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two tellers’ cages accessible to motor- 
ists without leaving their cars. 


Doubled space and all modern fea- 
tures are incorporated in the contract 
signed by the Oswego County Trust 
Company, Fulton, New York, for the 
complete remodeling of its banking 
quarters. The Tilghman Moyer Com- 
pany of Allentown, Pa., specialists in 
bank building, are in charge of the 
work. A display of the proposed ex- 
terior and interior, now on view in the 
lobby of the present quarters, shows 
that present equipment will be removed 
and a new and enlarged central lobby 
arrangement provided. 


qAn open house in its new and en- 
larged building was held on October 
25 by the Central National Bank of 
Yonkers, New York. The officers and 
hoard of directors were hosts to the 
public between the hours of 7 and 10 
p. m. 


q The Crawford County Trust and Sav- 
ings Bank, Denison, la., opened its new 
$50,000 building to the public on Octo- 
ber 22. H. E. Qualheim is president. 


q New fixtures, new paint and a gen- 
eral renovation have been completed 
for the Citizens National Bank of Hen- 
derson, Texas. 


q Alterations have recently been com- 
pleted by the East River Savings Bank, 
New York, at its Broadway office at 
Reade and Broadway. Comfortable 
simplicity is the keynote of the modern- 
ized office. 


Building and loans 


The doubling of their percentage of 
cash and liquid reserves to total lia- 
bilities in the five years between June 
30, 1933 and 1938, is seen in a com- 
parison of the balance sheets of repre- 
sentative savings and loan associations 
and coéperative banks for the two mid- 
year dates. The United States Building 
and Loan League, presenting the statis- 
tics which reflect changing policy and 
needs during the half decade following 
the depth of the depression, reports 
likewise a substantial fall-off in the per- 
centase of real estate owned to total 
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assets. Reserves, in this cross section 
of the thrift and.home financing busi- 
ness, showed about the same as five 
years ago, in spite of substantial write- 
offs occasioned by bad times. 


GA resolution pointing out the adver- 
tising abuses of the Federal Savings 
and Loan Associations and requesting 
that restrictions be imposed was adopted 
by the Independent Bankers Association 
and sent to the Federal Deposit Insur- 
ance Corporation, the Federal Savings 
and Loan Insurance Corporation, the 
Comptroller of the Currency, and the 
heads of the various state banking de- 
partments, 


Changes 


@ Work has been commenced on the 
remodeling of the quarters of the First 
National Bank of Delaware, Ohio. When 
the work is completed early next year, 
the present Delaware County National 
Bank will merge with the First National 
in the new quarters. The First National 
was purchased last August by the Banc- 
Ohio Corp. of Columbus which already 
owned Delaware County National. The 
latest in construction and equipment 


features will be incorporated in the new 
building. 


q The Commerce Guardian Bank, To- 
ledo, Ohio, has absorbed the National 
Bank of Toledo as of October 1, giving 
Toledo a bank with $17,000,000 of de- 
posits. The enlarged bank will do busi- 
ness from its present quarters at Madi- 
son Avenue and St. Clair Street. Dean 
Higgins, president, continues in that 
capacity. 


q The State Bank of Milan, Minn., on 
October 22 changed its name to the 
State Bank of Madison and moved its 
quarters to Madison, after having been 
granted the authority by the State Bank- 
ing Department. Capital has been in- 
creased from $20,000 to $25,000. 


q The Calhoun County Bank of Har- 
rell, Ark., has moved to Hampton, with 
the authorization of the State Banking 
Department. 


q{The American Trust Company, San 
Francisco, Calif., closed its branch at 
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Newman on’ October 15, after author- 
ization from the State Banking Depart- 
ment. 


@The Seattle-First National Bank, 
Seattle, Wash., on October 15 took over 
the assets and liabilities of the Pacific 
State Bank at South Bend and estab- 
lished it as a branch. L. W. Homan, 
vice-president and cashier of the local 
bank, is staying on as manager of the 
new branch. The merger will give the 
Seattle-First its 29th — office in 
Washington. 


Clearings 


For the first time since early June 
check clearings for the country topped 
the corresponding period for 1937 last 
month. During the second week in Oc- 
tober, aided by the continued advance 
in New York, total clearings mounted 
tc 2.8 per cent. above the figures for 
last year at the same time. Out of 
twenty-two leading cities tabulated by 
Dun and Bradstreet, Inc., twenty showed 
a loss as compared to last year, but the 
gains registered by New York and New 
Orleans were sufficient to raise the 
average figure for the country slightly. 


Competition 


q An independent banking system of 
their own is the next step for the co- 
operatives, said Dr. James P. Warbasse, 
president of the Codperative League of 
the United States, to’ the delegates at 
the opening session of the Eleventh Bi- 
ennial Congress of.the league. held in 
Kansas City, Mo., October 12. 

Stressing the need for mutual aid 
among codperatives, Mr. Warbasse con- 
tinued: “The money which the co- 
operative societies of the United States 
have on deposit in commercial banks 
drawing no interest would create a 
great national banking system. 
Such a bank would then use the funds 
of the codperative movement for the 
financing of codperatives. These co- 
operative funds are now used by com- 
mercial banks to finance the competitors 
of the codperatives.” 


q The extent of the competition now 
being provided the banks of the country 


by the various Federal lending agencies 
is disclosed by a booklet released by 
the research division of the California 
Bankers Association. According to a 
study made during the past year by 
J. Knight Allen, director of research 
for the association, over 10 billions of 
dollars in loans were outstanding from 
Federal sponsored agencies as of De- 
cember 31, 1937, compared with 22 
billions the nation’s banks had out- 
standing. Although the growth of these 
Federal agencies is slower than it was 
during the years 1932-35, growth is still 
continuing, the study points out. The 
danger lies in the fact that many of the 
agencies which were originally created 
on a temporary basis seem ‘to be :turn- 
ing into permanent institutions. Bank- 
ers are urged to recognize the serious- 
ness of the permanent competition that 
has been established and to keep close 
contact with both the competing. agen- 
cies and their own prospective loan cus- 
tomers as a protective measure. 


Comptroller’s office 


g Preston Delano took the oath of office 
as Comptroller of the Currency on Oc- 
tober 24. He was appointed by Presi- 
dent Roosevelt to succeed J. F..T. O’Con- 
nor, who resigned some time ago. Mr. 
Delano has been serving as Governor 
of the Federal Home Loan Bank Sys- 
tem. 

Mr. Delano: is a distant -cousin, of 
President Roosevelt. Meanwhile Act- 
ing Comptroller Marshall Diggs and 
Deputy Comptroller G. J. Oppegard 
have resigned upon the ‘request: of Sec- 
retary Morgenthau. 

To fill one of these vacancies Cyril 
B. Upham, an assistant to Secretary of 
the Treasury Morgenthau on matters 
pertaining to banking and operations of 
Government credit agencies, has taken 
the oath of office as First Deputy 
Comptroller of the Currency and served 
as Acting Comptroller until Mr. Delano 
took his oath of office. It is understood 
that as Deputy Comptroller Gough 
reaches retirement age in nine months 
his term of service will not be inter- 
rupted. 
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Crime 

qAn even $60,000 in currency , was 
what the First National Bank of Ottawa, 
Ill., lost last month to hold-up men. 
Two unmasked bandits robbed Ray E. 
Thomas, assistant cashier, and Charles 
O'Reilly, draft clerk, as they left the 
post office, which is about one block 
from the bank. The Chicago office of 
the Federal Bureau of Investigation 
sent men to the scene. 


q A nation wide flood of very deceptive 
bogus travelers checks which is cur- 
rently causing untold losses to hotels, 
gas stations, and merchants is reported 
in the Protective Bulletin of the Ameri- 
can Bankers Association. With a more 
than usual amount of brass the pro- 
ducer of these checks imprints on them 
the names either of non-existent banks 
or of banks that do not issue travelers 
checks. Says the Bulletin further: 

“For several months ‘travelers checks 
drawn on the non-existent Exchange 
National Bank, New York- City, were 
cashed in many states and were later 
followed by similar items on the Union 
National Bank of Pittsburgh which bank 
does not issue travelers checks. The 
most recent checks of similar form and 
printing purport to emanate from the 
Continental National Bank of San Fran- 
cisco, another non-existent institution, 
Most of these items are of $20 denomi- 
nations although several are of $50 and 
$100 denominations.” 

Although numerous passers of these 
checks have been arrested, so far the 
counterfeiter himself has escaped de- 
tection. 


A two-gun bandit held up the Los 
Angeles branch of Bank of America at 
Pico Boulevard and Hoover Street on 
October 8 and escaped with $1000 in 


ten and twenty dollar bills. Branch 
Manager W. L, McLean was in the cage 
at the time. 


{Jewels valued at $10,000, valuable 
papers, a watch that was a family heir- 
loom, and $200 in cash were stolen by 
acat burglar from the home of S. Sloan 
Colt, president of the Bankers Trust 
Company, New York. 

The thief entered the Tuxedo Park 


home. of the Colts by climbing a vine 
up the side of the house to a second 
story window while Mr. :and Mrs, Colt 
were dining with friends. Despite the 
size of the haul, several thousands in 
additional jewelry were missed by the 
burglar. 


q Look all money in the face before 
accepting it at its face value is the ad- 
vice given by Mr. Julian T. Barber of 
the United States Secret Service. Ac- 
cording to Mr. Barber it is the faces 
of the portraits on currency that give 
the counterfeiter the most trouble. He 


‘is. unable to reproduce the portrait so 


that it will reveal the delicately cut 
engraved lights and shadows which dis- 
tinguish the genuine. The facial features 
are likely to be rough and course and 
lacking in expression and vitality. The 
backs of notes are also tell-tale. The 
counterfeiter can seldom duplicate ‘the 
shade of green used on the genuine 
notes. 


Deaths 


4] Eugene Miles Prentice, vice-president 
of the Guaranty Trust Company of New 
York, died suddenly from a heart at- 
tack on October 7 at his home in Upper 
Montclair, New Jersey. 

For ten years Mr. Prentice was asso- 
ciated with the State Bank of Chicago, 
resigning in 1918 to join the staff of 
the National Bank of Commerce in New 
York City. He was appointed as assist- 
ant cashier in 1920, and successive pro- 
motions made him a second vice-presi- 
dent in 1924 and vice-president in 1926. 
He continued to serve as a vice-presi- 
dent when his institution was merged 
with the Guaranty Trust Company of 
New York in May, 1929, and has since 
been engaged in the work of the com- 
pany’s banking department, in charge 
of credits. 


q Clyde E. Brenton, chairman of the 
board of the Iowa-Des Moines National 
Bank and Trust Company, Des Moines, 
Towa, died on September 19. Last 
April he celebrated his 53rd. year in 
banking and his 50th year as a bank 
officer. He was born April 20, 1868: 
He began his banking career at 17. as 
a janitor of the Bank of Dallas Center. 
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q Clarence Klinck, vice-president of the 
Manufacturers Trust Company, New 
York, died on October 17 of a heart 
attack. He was 61 years old. Mr. 
Klinck first entered the banking busi- 
ness as an employee of the Wall Street 
branch of the Metropolitan Trust Com- 
pany. 


q John C. Mendinhall, president of the 
Security Trust Company of Wilming- 
ton, Delaware, and formerly Lieutenant 
Governor of that state, died on October 
15 at the age of 71 after undergoing 
an operation. He had been connected 
with the Security Trust Company since 
1907, serving as a director, chairman 
of the executive committee and finally 
as president, beginning in 1934. 


q A fall down the steps leading to the 
men’s washroom of a theatre caused the 
death on October 12 of Joshua F. Speed, 
86, treasurer of the Fidelity and Co- 
lumbia Trust Company of Louisville, 
Kentucky. 


q Harris Moriarty, 50, vice-president of 
the First National Bank of Birmingham, 
Alabama, and a veteran football offi- 
cial, collapsed of a heart attack and 
died in midfield while refereeing a foot- 
ball game between New York Univer- 
sity and the University of North Caro- 
lina in the Yankee Stadium, New York, 
October 15. 

q Charles F. Wise, president of the 
Audubon (New Jersey) National Bank, 
died on October 18 at the age of 57. 
He was suffering from heart trouble. 


Earnings 


q A slight increase in profits made 
despite a drop in current earnings is 
reported for the Federal Reserve banks 
by the Federal Reserve Board in Wash- 
ington. Current total earnings amounted 
to $631,000,000, a decline of $38,000.- 
000 from the last half of 1937 and 
$21,000,000 less than for the first half 
of 1937. This decline in current earn- 
ings can be attributed largely to the de- 
crease in the volume of loans and in- 
vestments of banks, according to the 
Board. 

Expenses of member banks have 
varied little, but recoveries and profits 
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on securities increased considerably in 
the first half of 1938 as compared with 
the preceding six months. Cash divi- 
dends dropped slightly. 


From the twenty-third annual report 
of the Federal Reserve Bank of Phila- 
delphia we learn that earning figures 
for 1937 continued to fall for banks 
in that district. Net profits in 1937 
in the aggregate amounted to about 
$23,498,000 as compared with $28, 
679,000 in 1936. . The average rate of 
net profits was 3.7 per cent. of capital 
funds, including capital stock, surplus, 
undivided profits and reserves. On to- 
tal available funds, which also include 
deposits and borrowed money, the 
average rate of net profits in 1937 was 
0.6 per cent. 

Unusually low interest rates com- 
bined with a decline in the yield of 
high grade bonds were the principal 
factors responsible for the decreased 
earnings. Going into more detail the 
report says: 

“An increase in total earnings from 
$108,919,000 in 1936 to $110,955,000 
in 1937 was due principally to such 
diversified sources as trust departments, 
rents, service charges, commissions 
and foreign departments. A rise in 
current expenses from $73,915,000 to 
$76,409,000 reflected increases of $2,- 
702,000 in taxes other than those on 
real estate, and of $1,014,000 in em- 
ployee compensation and fees. Interest 
paid on deposits, on the other hand, 
decreased by $1,122,000. Net earnings 
from current operations in 1937, there- 
fore, declined to $34,546,000 as com- 
pared with $35,004,000 in the previous 


2” 
year. 


4| The directors of The Northern Trust 
Company, Chicago, have declared the 
regular quarterly dividend of $4.50. 
payable October 1, to stockholders of 
record on September 20. This is the 
162nd consecutive dividend to be paid 
hy The Northern Trust Company. 


4 Combined net earnings of the Marine 
Midland Corporation and its constituent 
banks, trust companies, and _ affiliates 
throughout New York State amounted 
to $905,477.63 or 151% cents a share on 
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the outstanding stock for the quarter 
ended September 30, 1938, according 
to a report made to the New York Stock 
Exchange. 

Earnings for the third quarter of 
1937 were $1,013,689.10; for the first 
nine months of this year, $2,550,168.30, 
and for the first nine months of 1937, 
$2,864,576.69. 


q Earnings of 76 cents per share for 
the quarter, or twice the amount re- 
quired for the dividend, are shown in 
the statement of the Public National 
Bank of New York City. 
Other figures as of September 30 are: 
$42,503,126 
U. S. Government securties 45,542,111 
Municipal and_ corporate 
bonds 18,283,169 
Loans and discounts 56,968,436 


Examinations 


q Although the recently promulgated 
uniform bank examination rules were 
approved by the National Association 
of Supervisors of State Banks, one state, 
at least, does not seem in agreement. 
New Jersey will continue to value bonds 
under the old system, according to an 
article appearing in the New Jersey 
Banker, organ of the New Jersey Bank- 
ers Association, says George Letter- 
house, president of the association, in 
his article: 

“The State Banking Department has 
announced it will not accept the new 
regulations but will adhere to the old 
practice of valuing bank investments at 
their current market values and that de- 
preciation, if any, will be classified as 
loss. This difference between super- 
visory authorities may be very serious 
to banks with state charters and may 
place them in an unfair competitive 
position with national banks. I believe 
it is the duty of all bankers in this 
state to endeavor to reconcile this con- 
flict between state and Federal author- 
ities.” 

At the same time announcement 
comes from Washington that considera- 
tion is being given to publishing a 
bulletin. designed to aid bankers in ap- 
plying the rules on bond ratings and 
other policies arising in connection 
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with the new investment regulations 
and coérdination of examinations. 


Federal Reserve 
q The Spokane branch of the Federal 


Reserve Bank of San Francisco closed 
on October 1. Spokane member banks 
formerly served by the Spokane branch 
will deal with the Seattle branch and 
Southeastern Washington banks will 
deal with the Portland, Oregon, branch. 
The closing was attributed by many to 
the spread of branch banking in the 
area served. 

A vigorous protest against the re- 
moval of the Spokane branch was voiced 
by bankers, business men and farmers 
at a hearing held October 11 and con- 
ducted by President W. A. Day and 
First Vice-President Ira Clerk of the 
Federal Reserve Bank of San Francisco. 


Government Checks 
GA recent bulletin of the Idaho Bank- 


ers Association says: 

“The question has been asked as to 
the right of the Government of the 
United ‘States, irrespective of lapse of 
time, to call upon the bank which has 
cashed a Government check to make 
good thereon by reason of irregular or 
forged endorsement. 

“While the general rule in cases of 
this sort is that unless demand is made 
within a reasonable time the bank is 
relieved, a different rule applies in cases 
where the Government is involved. It 
is not necessary, under the decision of 
the courts, that the Government exercise 
the rule of diligence. 

“Tt is, therefore, incumbent upon 
banks cashing Government checks to in- 
sist upon absolute identification of the 
payee and to take more than the usual 
precaution in handling such items.” 


Government Competition 


G Sales of United States Savings Bonds 
will show an increase of ‘as much as 
25 per cent. if the present trend con- 
tinues. Sales for the first two weeks 
in October were one-fourth greater than 
for the same period last month. 
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Insurance 


G Another cut in the cost of blanket 
bonds for banks, involving an estimated 
annual saving of $1,300,000, is reported 
by the insurance committee of the 
American Bankers Association in the 
October issue of its Protective Bulletin. 
In addition the committee reports re- 
ductions in fidelity bond rates that will 
save banks another $90,000 annually. 

The reductions, which became effec- 
tive October 1, are of particular benefit 
to small banks, according to James E. 
Baum, secretary of the insurance com- 
mittee. 


Investments 


q[ Because of a lack of normal com- 
mercial demands, $73,000,000 was in- 
vested by Chicago banks in Government 
securities during the last three months 
bringing the total of that account to 
$1,140,430,000. This represents about 
36 per cent. of all Chicago bank de- 
posits. Loans and discounts are at 
$605,970,000. These figures are all as 
of September 28, 1938. 


q A plea for a central bureau to com- 
pile the information about bonds that 
banks should have was made by Fred 
F. Lawrence, treasurer of the Maine 
Savings Bank, Portland, Me., in an ad- 
dress delivered before the joint meet- 
ing of the New Hampshire Bankers 
Association and the Savings Banks As- 
sociation of New Hampshire. Mr. Law- 
rence stressed the point that responsible 
bank officials in the section, because 
of their other duties, could barely 
scratch the surface in this important 
field of activity. 


Legislation 

q Announcement has been made by the 
Federal Reserve Board that effective 
February 1, 1939, the Morris Plan banks 
will be exempted from the regulation 
on interlocking directorates under the 
Clayton Act. 


q{A campaign against the administra- 
tion of estates by banks is being waged 
by a committee of the Seneca County 
Bar Association in Ohio. The local 
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group ‘is seeking the codperation of the 
Ohio Bar Association to move for the 
repeal of the. state law granting this 
privilege to trust departments. 


Loans 


q The system of installment payment of 
loans was praised by Philip A. Benson, 
president of the Dime Savings Bank of 
Brooklyn, New York, in an address be- 
fore the Morris Plan Bankers Associa- 
tion convention at White Sulphur 
Springs, West Virginia, last month. 
Speaking especially of the application 
of the principle to mortgage loans Mr. 
Benson said: 

“When I think of our mortgage ex- 
periences and then consider your record 
in collecting loans, I am amazed that 
we did not adopt this principle earlier. 

“Much mortgage trouble could have 
been avoided. It is amazing that the 
principle of amortization was not put 
into practice sooner. We realize this 
when we review some of our old mort: 
gages which we find should be reduced, 
for as we review them we often remark: 
“Why in the world wasn’t this system of 
paying down mortgages started years 
ago.?’” 


q{A drop of almost a billion dollars 
in loans and discounts was registered 
on September 30 by New York’s 12 
largest banks as compared with the 
same date a year ago. Cash and bal- 
ances due from banks rose practically 
the same amount. During the same 
year the 12 banks added more than 
$420,000,000 in U. S. securities and 
$110,000,000 in other securities, while 
deposits increased more than half a 
billion, or slightly more than the total 
amount of the securities added. De- 
posits of these 12 banks now stand at 
$11,199,754,000, or only $84,000,000 
under the record high of two years ago 
this December. 

Combined total resources as of Sep- 


tember 30 are shown at $12,852,152,000. 


@ Loans and discounts in banks outside 
New York and Chicago have been on 
the increase, while in those two cities 
they have declined. Typical reports re- 
ceived in October from 101 leading 
cities showed loans in Chicago and New 
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York down $5,000,000 and up $7,000.- 
000 in the ninety-nine -other cities -for a 
net gain for the country as-a whole of 
$2,000,000. By mid-October the total 
gain since the low point of August 3 
was $26,000.000. 


qA rare word of praise for the coun- 
try’s bankers was given out last month 
by Jesse Jones, chairman of the Recon- 
struction Finance Corporation, “Banks 
are helping pretty well,” commented 
Chairman Jones, in the making of in- 
dustrial and business loans, Figures 
made public for seven and one half 
months of operation showed $28,000,- 
000 in loans either as participations or 
taken over entirely from the Corpora- 
tion by the bankers. 


{Loans and discounts of state banks 
showed increase in 1937 over the pre- 
ceding year, according to the seventh 
anual survey of condition of state 
supervised banks made by the Commit- 
tee on State Bank Research of the State 
Bank Division of the American Bank- 
ers Association. The survey, which also 
showed decreases after more than three 
years of continuous upward trend in 
nearly all principal items or resources 
and liabilities of state banks, is based 
on information supplied by state bank- 
ing departments of the 48 states and 
covers 8221 state commercial banks, 
934 loan and trust companies, 75 pri- 
vate banks, 337 stock savings banks 
and 552 mutual savings banks. 

On December 31, 1937, total loans 
and discounts of the 10,119 state super- 
vised banks amounted to $13,108,126,- 
000, which was an increase of $236,- 
533,000 or 1.8 per cent. over 1936. 
Total investments were $14,754,049,000 
of which $8,463,291,000 or 57.4 per 
cent. were United States Government 
securities. Combined cash, reserves and 
due from banks aggregated $7,314,647,- 
000. Total resources amounted to 
$37,520,477,000, total deposits were 
$32,193,818,000 and total capital funds 
which include capital stock, surplus, 
undivided profits and reserves for con- 
tingencies totaled $4,870,706,000. 

The study reveals that the combined 
resources of state supervised banks 
“rose steadily from the end of 1933 to 
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1936 but turned downward in 1937, 
amounting on December 31, 1937, to 
$37,520,477,000, a decrease of $1,132,- 
249,000 or 2.9 per cent. from the close 
of 1936, which was the highest end of 
year total during the five year period. 
Resources at the end of 1937 remained 
$6,902,669,000 or 22.5 per cent. above 
resources reported by these banks four 
years ago at the close of 1933. 

“Loans and discounts increased in 
both 1937 and 1936 after sharp de- 
creases during preceding years. While 
the expansion in loans during the past 
two years indicates that the demand for 
sound loans has been spreading to some 
degree, the volume of loans and dis- 
counts at the end of 1937 did not reach 
the level of December 31, 1933, but 
remained $705,533,000 or 5.1 per cent. 
under the amount shown as of that date. 

“Total investments of $14,754,049.,- 
000 at the end of 1937 were $795,858,- 
000 or 5.1 per cent. lower than invest- 
ments reported on December 31, 1936, 
but were still $3,763,528,000 or 34.2 
per cent. higher than total investments 
on December 31, 1933. During the 
period 1934-36 investments advanced 
sharply each year showing gains of 
14.5 per cent. in 1934 over 1933, 12.6 
per cent. in 1935 over 1934 and 9.7 
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per cent. in 1936 over 1935. At the 
end of 1937 United States Government 
securities amounted to $8,463,291,000, 
or 57.4 per cent. of total investments, 
while investments in other securities 
were $6,290,758,000 or 42.6 per cent.” 


Mortgages 
@Louis H. Pink, New York State 


Superintendent of Insurance, has recom- 
mended the establishment in New York 
State of state supervised but privately 
owned and controlled lending institu- 
tions to be called “Mortgage Debenture 
Companies” which would be empowered 
to make loans on realty. anywhere in 
New York State. These companies 
would be allowed to issue debentures 
secured by general assets, the major 
portion of which would be real estate 
mortgages. Debentures would thus be 
secured by all of the mortgages owned 
by the company. 

Mr. Pink also advocates mortgage 
indemnity companies to replace the 
former mortgage insurance concerns. 
These companies are proposed to in- 
demnify holders of whole mortgages 
against the ultimate loss of principal 
and interest. They eliminate the fea- 
ture of the old guaranty policy which 
proved so burdensome and impractical 
during the depression years—the obliga- 
tion to pay the mortgage in full at 
maturity. 

Banking opinion in New York State 
is reported favorable to the plan in so 
far as these companies are to be known 
as “debenture companies” and not 
“banks” as originally proposed. It has 
always been felt by bankers that such 
institutions should not be called mort- 
gage “banks” since the word “bank” 
implies a liquidity and availability of 
funds which would be beyond the abil- 
ity of such ‘companies to supply. Many 
bankers still maintain, however, that 
mortgage funds are already made amply 
available by existing institutions such 
as savings banks, Federal savings and 
loan’ associations, insurance companies, 
trust ‘departments, etc. They believe 
that the creation of debenture companies 
would stimulate an unwholesome com- 
petition for loans ‘bringing down: lend- 
ing rates to an uneconomic level. 


q It is probable that the savings banks 
will be obliged to more vigorously in- 
vade the field of monthly payment 
mortgages to maintain their position in 
this class of investment, according to an 
opinion voiced in a report of the Mort- 
gage Committee of the Savings Banks 
Association of Massachusetts. A real 
dearth of applications for loans on new 
construction and competition both by 
rate cutting and more and still more 
liberal percentages of loan to appraised 
value are the reasons for the serious- 
ness of the situation as pointed out by 
the committee. 


q Savings and loan associations and co- 
operative banks disbursed more money 
to home-owners in August than during 
any month this year, and a larger per- 
centage of it went into building new 
homes than in any- of the -preceding 
months. These data are. judged by 
E. C. Baltz, Washington, D. C., presi- 
dent of the United States Building and 
Loan League, to be evidence that con- 
fidence. has improved not only in the 
future of real estate, but also in that 
of jobs and security. : 
Every month since April the institu- 
tions have been increasing the propor- 
tion of their loan disbursements. going 
directly for construction, and. in August 
they put $1.00 out of every $3:30 loaned 
into new building.. Construction: loans 
that month totalled $22,575,000, it is 
estimated from reports filed with the 
Federal Home Loan Bank Board, and 
this sum represented an increase of 18.2 
per cent. over July construction loans 
and of 7 per cent. over August of last 
year. This is the first month of 1938 
in which construction loans have sur- 
passed in volume those. for the like 
month of 1937, Mr. Baltz points out. 


q The greatest single need for a restora- 
tion of prosperity in this country and 
improvement of living standards is a 
resumption of private investment, Dr. 
Harold G. Moulton, president of the 
Brookings Institution, told’ members of 
the Mortgage Bankers Association of 
America at the opening sessions of the 
group’s 25th “Silver Jubilee” Annual 
Convention, October 12, at The Drake 
Hotel, Chicago. More than 1200 com- 
mercial and mortgage bankers, real es- 
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tate executives, life insurance and title 
and trust company officers and govern- 
ment agency heads were in attendance. 

Dr. Moulton declared that the recov- 
ery from 1933 to 1937 differed from all 
other similar periods in one vitally im- 
portant respect: There was no consid- 
erable expansion in the growth of pro- 
ductive capital. “In former times a 
striking characteristic of the upswing 
of a business cycle has been the rapid 
expansion of productive capacity; but 
in the period from 1933 to 1937 it was 
only the consumer goods industries 
which showed notable recovery. In 
consequence, the recovery itself was 
spotty and incomplete. The fact is that, 
although the recovery movement con- 
tinued for over four years,: the former 
levels of production and employment 
were never reached.” 

Dr. Moulton said that low interest 
rates, both on long-term and short-term 
securities will continue as long as busi- 
ness demands remain at the low present 
day levels and that in view of the enor- 
mous credit resources of the banks at 
the present time, relatively low interest 
rates may well prevail for some years 
to come. 

Warning that the next great period of 
new building in this country may bring 
with it a severe shortage of skilled 
building craftsmen, A. D. Fraser, retir- 
ing presidént of the association, in the 
annual presidential address, declared 
that this situation has great potential 
harmful possibilities and declared that 
it is the result of mistakes by the build- 
ing crafts labor unions. Many crafts- 
men have left the building field in re- 
cent years because of low activity. The 
craftsmen today in the field are older 
and few apprentices are being trained. 
Failure to recognize this danger by the 
labor unions is to be deplored, he said. 

Discussing the large volume of quick 
assels now carried by lending institu- 
tions, Mr. Fraser said the only answer 
was fear. “Fear of business to expand 
and use their cash reserves, or to bor- 
row money, for expansion; fear of po- 
tential home owners to invest their sav- 
ings, or borrow, with lack of confidence 
in continued employment. Clear the 
road for the progress and expansion of 
industry, then will idle capital be in- 
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vested, unemployment decrease, and 
new building increase.” 

Mr. Fraser deplored the present 
ridiculous. competition in the hectic 
solicitation of new mortgages, and “the 
offering of inducements in the way of 
a lesser interest rate, increase of present 
loan, longer term, smaller payments, 
bonuses paid by lenders to get loans, 
and no commission, interest rates could 
be maintained at a proper level and 
all lenders would get a proportionate 
share of the business, but the raiding 
of loan portfolios goes on.” 

Predicting that more than three hun- 
dred and fifty thousand new dwelling 
units would be built in the United 
States this year as against only fifty 
thousand four years ago, Stewart Mc- 
Donald, administrator of the Federal 
Housing Administration in Washington, 
D. C., told members of the Mortgage 
Bankers Association of America that 
continued greater home ownership 
among the American people constitutes 
one of the greatest necessary stabilizing 
influences in our national life. He said 
that the day of second mortgages, high 
fees, careless standards of construction, 


and the lack of economic data as to 
what our people really want in the way 
of housing are gone forever. Together, 
he said, they caused the greatest real 
estate collapse in history. 

Mr. McDonald declared that FHA is 


now running about 115 per cent. ahead 


of a year ago. He praised mortgage 
banking firms for their participation 
in the plan which in the first six months 
accounted for about 18 per cent. of the 
total volume, second only to commer- 
cial banks. During 1938 mortgage 
bankers. will do more business under 
the National Housing Act than in the 
three previous years combined. He said 
that the National Housing Act contem- 
plated that FHA should be self-support- 
ing and revealed that his budget fore- 
cast for the next fiscal year indicates 
an income of between three and four 
million dollars in excess of outgo. FHA 
has been utilizing part of its income 
from insurance premiums and appraisal 
fees to offset expenses while at the same 
time augmenting the mutual mortgage 
insurance fund. Business has grown so 
rapidly, however, that FHA now has 
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more than $1,100,000,000 of small home 
mortgages paying premium and getting 
appraisal: fees every week from twenty 
or twenty-five millions of dollars of 
applications. Net charges against the 
mortgage insurance fund to date are 
less than $70,000, he said. 

At the closing session, Walter Chand- 
ler, Congressman from the 9th District 
of Tennessee and author of the Bank- 
ruptcy Act of 1938 (Chandler Act), ad- 
dressed the delegates on the legislation 
explaining why economic events of the 
depression period made necessary the 
first complete revision of the bank- 
ruptcy laws in the past forty years. 
Following his address Fred H. Clausen, 
chairman of the Federal Finance Com- 
mittee of the United States Chamber of 
Commerce and president of the Van 
Brunt Manufacturing Company of 
Horicon, Wisconsin, spoke on “How 


Much: Government Can We Pay For.” 


New Banks 


q A new bank for Chicago’s South 
Shore district to be known as the South 
Shore National Bank of Chicago has 
been authorized by the Comptroller of 
the Currency. The new bank will be 
capitalized for $300,000 including sur- 
plus and reserve fund. Two thousand 
shares are being issued at $250 per 
share, 

The South Shore district is a pros- 
perous residential and business section 
with -a population of 125,000 people. 

The bank will be headed by George 
C, Brandenburg as chairman of the 
board and Walter J. Riley as president. 


“Pay-as-You-Go” Banking 
q The West Side Bank, Bridgeport, 


Conn., has established a CheckMaster 
department for no-minimum balance 
checking accounts. 

The National Bank of Middletown, 
New York, has also established a Check- 
Master department. 


Personal 


q “Honor where honor is due” appro- 
priately' describes the recent ‘award 
made to veteran Senator Carter Glass 
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of the Roosevelt medal, named for 
Theodore Roosevelt and presented for 
“distinguished service in the. administra- 
tion of public office.” In presenting the 
medal, James R. Garfield, president of 
the Roosevelt Memorial Association, de- 
scribed the Virginian, long the Senate’s 
most jealous defender of banking inde- 
pendence, as a “man of exceptional 
independence of mind” and for eighteen 
years “one of the most striking figures 
in the United States Senate.” 


q Newly elected officers and officials of 
associations are; 

Henry E. Small, president of the 
Morris Plan Bank of Cleveland, as 
president of the Morris Plan , Bankers 
Association. 

L. D. Lacy, vice-president of the. Mor- 
ris Plan Company of Oklahoma, as first 
vice-president of the Morris Plan Bank- 
ers Association. ‘ 

E. S, Holcomb, president of the Ne- 
braska State Bank at Broken Bow, as 
president of the Nebraska- Bankers As- 
sociation. 

Frank J. Mills, cashier of -the Fort 
Wayne National Bank, Fort Wayne, 
Ind., as a member of the board of gov- 
ernors of the Mortgage Bankers Asso- 
ciation. Mr. Mills is also vice-president 
of the Fort Wayne Clearing House As- 
sociation. 

S.-M. Waters of M. R. Waters & Son, 
Inc., as president of the Mortgage Bank- 
ers Association. 

Robert C. Hamer, manager of the 
safe deposit department of :the: Provi- 
dent Savings Bank and Trust Company. 
as president of the Cincinnati Safe De- 
posit Association. 

James G. Blaine, nceiieleia of ‘the 
Marine Midland Trust Company, New 
York City, as president of the Bankers 
Club of America to succeed Harvey D. 
Gibson, president of the Manufacturers 
Trust Company, who becomes chairman 
of the executive committee. 

J. H. Matthews, vice-president of the 
First National Exchange Bank, ‘Roanoke, 
Virginia, as president of the ‘Roanoke 
Clearing House Association. 

Mark Vinski, assistant cashier of the 
Eixst National Bank at Etna, Pa., as 
secretary of the Croatian Fraternal 
Union of America. He has-resigned his 
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bank position to give his full attention 
to the new office. 

George C. Johnson, treasurer of the 
Dime Savings Bank of Brooklyn, as 
chairman of the building codes, laws, 
regulations committee of the Brooklyn 
Chamber of Commerce. 


q James H. Perkins, chairman of the 
board of the National City Bank of New 
York, was reélected president of the 
New York Clearing House at the an- 
nual meeting of that body on October 
4. Ralph Peters, Jr., first vice-president 
of the Corn Exchange Bank Trust Com- 
pany, was elected secretary. The new 
chairman of the important Clearing 
House Committee is Harry E. Ward, 
president of the Irving Trust Company. 
He succeeds Herbert P. Howell of the 
Commercial National Bank. Other mem- 
hers of the committee are: 

H. Donald Campbell, president, 
Chase National Bank; Leon Fraser, 
president,. First National Bank; W. Pa- 
len Conway, president, Guaranty Trust 
Company, and S. Sloan Colt, president, 
Bankers Trust Company. 


q Vice-President Shepard Morgan of 
the Chase National Bank, formerly with 
the office of the Agents General of 
Reparations Payments, Germany, spoke 
on “Deficit Financing in Germany” be- 
fore the first Banking Seminar Class 
of the season at Columbia University. 
The discussion was held in the social 
room of the School of Business. 


q Running mate for famed racket 
buster Thomas E. Dewey on the Repub- 
lican ticket in the coming New York 
State elections is Frederick H. Bonte- 
cou, a director of the First National 
Bank of Poughkeepsie, New York. 
Another banker entering the political 
ring is William Edward Johnson, nomi- 
nated by the Republicans of Nebraska 
for Lieutenant-Governor. Mr. Johnson 
was formerly a member of the staff of 
the old State Bank of Chicago, at Chi- 
cago, Ill., and active in inter-chapter 


A. I. B. debates. 


{Guaranty Trust Company of New 
York has announced the appointment of 
Donald B. Anthony and Jabish Holmes, 


Jr., as assistant real estate trust officers. 
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q When George Heed resigned as vice- 
president and director of the National 
Bank of Chester. County and. Trust 
Company, West Chester, Pa., on Sep- 
tember 16 he completed a banking 
service of 64 years during which he 
has never lost a single day because of 
illness. Now in his 86th year, he still 
enjoys excellent health. His banking 
career began on May 4, 1874. 


g Richard A. Brennan has been elected 
president of The Brevoort Savings Bank 
of Brooklyn, succeeding the late Ed- 
ward Lyons. 

Mr. Brennan returned to the banking 
field a year ago as executive vice-presi- 
dent of The Brevoort Savings Bank, 
after serving for several years as presi- 
dent of The Mortgage Corporation of 
New York, of which he is still a di- 


rector. 


q| Thos. Cook & Son (Bankers), Ltd,, 
have announced the appointment of 
John P. Ellison as head of their New 
York branch, succeeding W. F. Brown 
who has held the office since 1923. Mr. 
Brown, who retired on September: 1, 
was given a testimonial by the. firm in 
recognition of his 45 years of service. 
Mr. Ellison has had experience at one 
time or another in all of Cook’s offices 
in the United States and Canada, and 
has spent much time on the: Pacific 
coast as well as in the New York office. 


gq Announcement has been made by the 
East River Savings Bank of the resigna- 
tion, October 15 of Miss Mary Fenet, 
director of the service department at 
the main office. Miss Fenet, a native 
of Texas, will return there and become 
business manager for an estate. 


A member of the Association of Bank 
Women, Miss Fenet was also former 
chairman of the Savings Bank Women 
of the Metropolitan Area 1935-37. 

Mrs. Marion S. Dikeman will succeed 
Miss Fenet. She was formerly at the 
Rockefeller Center branch, following its 
opening in 1937. 


4| George Letterhouse, former trust offi- 
cer of the Commercial Trust Company 
of New Jersey, Jersey City, has been 
advanced to vice-president of that in- 
stitution. Mr. Letterhouse is president 
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of the New Jersey Bankers Association 
and has. been with the Commercial 
Trust Company for 36 years. 


q Robert M. Catherine, comptroller and 
trustee of the Dollar Savings Bank in 
New York City’s Bronx district, has 
been elected to the newly-created post 
of executive vice-president of that bank. 


q New president of the East Orange 
(New Jersey) Investment and Trust 
Company is Stephen P. Robinson, Jr., 
former vice-president. Mr. Robinson, 
elected on October 19, succeeds Her- 
man E. Willer, who has resigned to be- 
come chairman of White Laboratories, 
Inc., Newark. 


@ John D. Butt of the real estate firm 
of Butt, Gilliam & McVay has been 
elected comptroller of the Seamen’s 
Bank for Savings, New York City. 


G Robert L. Hall succeeds Z. C. Patten 
as president of the St. Elmo Bank and 
Trust Company of Chattanooga, Tenn. 
Mr. Patten becomes chairman. 


G Tom B. Fisher has been elected as- 
sistant vice-president of the Mercantile 
National Bank of Dallas, Texas. 


qC. Barker, Jr., who recently resigned 
as vice-president of California Bank, 
Los Angeles, Calif., has been made a 
director of that institution to succeed 


H. J. Engelbrecht. Mr. Barker is vice- 
president in charge of finance of the 
Lockheed Aircraft Corp. and was for- 
merly vice-president and general man- 
ager of the American Oriental Bank of 
Fukien at Foochow, China. 


qJ. Wayne Gore has been elected 
cashier. of the First National. Bank. of 
Farfurrias, Texas, to succeed A. G. 
Hayes, who resigned to become. vice- 
president and cashier of the. First Na- 
tional Bank of Hebronville. 


q James H. Sharp, vice-president of the 
Grace National Bank, New York, has 
also been elected a director of that in- 
stitution. 


@ Morris W. Kellogg, president — of 
M. W. Kellogg Co., has been elected a 
director of Guaranty Trust Company, 
New York. Mr. Kellogg is also presi- 
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dent and director of Canadian Kellogg 
Co., Ltd.; a director of Gasoline Prod- 
ucts Co., and a member of the executive 
committee and a director of the Ameri- 
can Can Co. 


@ Frederick C. Metz, Jr., formerly 
treasurer of the Bank of New York and 
more recently president of the Patcho- 
gue Citizens Bank and Trust Company 
of Patchogue, L. I., has been elected 
executive vice-president of the First 
Citizens Bank and Trust Company of 
Utica, New York. He succeeds T. J. 
Harrington who resigned in August. 


q William L. Maude, vice-president of 
the Howard Savings Institution, and 
Ralph H. Gregory, comptroller of the 
Western Electric Co., have been elected 
members of the board of the Montclair 
(New Jersey) Savings Bank. 


q Edwin H. Thatcher, president and 
treasurer of John Thatcher & Son, build- 
ing constructors, has been elected a 
trustee of the Greater New York Sav- 
ings Bank, Brooklyn, New York. 


@ Several staff changes have been an- 
nounced by the Calcasieu-Marine Na- 
tional Bank of Lake Charles, La.: 

H. Stanford Dudley, formerly. vice- 
president and cashier, has been elected 
a vice-president. 

Cecil K. Colon, formerly manager of 
the Jennings branch, has: been elected 
vice-president and cashier and has been 
moved to Lake Charles. 

’ E. H.-Lambert, manager of the Oak- 
dale branch, has been appointed to suc- 
ceed Mr: Colon at Jennings. 


@ Miss Nora Kirch, manager of the 
women’s department of the Louisville 
Trust Company, Louisville, Ky., re- 
cently observed her fiftieth anniversary 
of service with that institution. She 
was first employed by the bank in 1888 
by Hector V. Loving, founder and 
president. 


q Douglas N. Shepherd has been pro- 
moted from assistant cashier to cashier 
of the Union Planters National Bank 
and Trust Company of Memphis, Tenn. 
Powell B. Trotter, Jr., manager of the 
bookkeeping department, has been 
moved up to the position of assistant 
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cashier. Mr. Trotter is a past president 
of the Memphis Chapter of the A. I. B. 


q Willard K. Denton, formerly head of 
the Real Estate Bureau of the New York 
State Banking Department, has been 
elected executive vice-president of the 
Metropolitan Savings Bank, New York. 


Personnel 


q A five day week in July and August, 
which was successfully tried out last 
summer by New Jersey banks, seems to 
be receiving serious consideration by 
several states: New York and Massa- 
chusetts in particular are studying the 
possibility. In New York a similar 
proposal was made two years ago but 
came to nothing because of the general 
feeling that the idea was too experi- 
mental for such an important financial 
center. Now, however, with the New 
Jersey experience for a background, the 
question is again being raised in the 
Empire State. Principal objections 


come from the small cities, whose bank- 
ers feel that Saturday closing would 
be resented by the public and merchants 
alike because it is the principal shop- 


ping and market day. 


{Forty-one New Jersey banks are now 
members of the New Jersey Bankers 
Pension Fund and will ‘have paid into 
the fund $100,000, together with em- 
ployee contributions, as of December 
31, 1938. 

Principal features of the plan are 
given by A. H. Coate of Moorestown, 
secretary, as follows: 

“It is contributory, the cost being 
shared by employer and employee. 

“The cost to the employee is about 
3.6 per cent. of annual salary. 

“The annual retirement allowance on 
a refund annuity basis is approximately 
one-half of total salary received while 
a member. 

“Upon separation from service the 
employee can withdraw his accumulated 
contributions, without interest, or, if 
they amount to $100 or more, he may 
leave them with the company to pur- 
chase a deferred annuity beginning at 
normal retirement date. 

_ “After 15 years of continuous serv: 
ice as a member, the contributions made 
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by the bank on behalf of the employee 
vest in the employee upon separation 
from service for the purpose of purchas- 
ing a retirement income (presumably 
deferred) provided. he does not with- 
draw his own contributions. 

“Normal retirement age is 65 for men 
and 60 for women. 

“During the ten-year period imme- 
diately preceding normal retirement 
date, an employee member may retire, 
with the consent of his bank, on a re- 
duced retirement income. 

“In the event of death before retire- 
ment the employee’s contributions will 
be paid to his beneficiary. 

“If death occurs after retirement but 
before an amount equal to the em- 
ployee’s total contributions has been 
paid to the employee in the form of 
allowances, the difference will be paid 
to his beneficiary. 

“If any bank member should with- 
draw from the plan, the contributions 
made by the bank vest in the employee 
members for the purpose of purchasing 
a retirement income at normal retire- 
ment date. 

“As to the employing banks, the prin- 
cipal features are: 

“The rate of contribution is about 
$1.20 for each $1.00 contributed by 
the employees. 

“There is no recoyery by the banks 
of any amounts paid except in connec- 
tion with separations from service of 
employees with less than 15 years of 
continuous membership service if in 
good health, interest on such refunds, 
and dividends resulting from favorable 
experience. 

“An optional provision has been in- 
cluded to give credit for past service 
at an increased cost. 

“Arrangements have been made to 
permit reductions in the contributions 
and benefit rates to provide an offset to 
any payments for retirement purposes 
which may be required under the So- 
cial Security Act.” 


q As a means of bringing the advan- 
tages of the New York State Bankers 
Retirement System to the boards of di- 
rectors of the banks of the state, the 
trustees of the system have developed 
a phonograph record running ten min- 
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utes to explain the system and ‘its ,func- 
tions. The record was made available 
for use at board meetings several days 
ago and seventy-five banks have sent in 
requests for its use. It gives a concise 
and authoritative statement in regard 
to the cost and benefits of the system. 

The system was organized by the New 
York State Bankers Association last 
January and will function as a private 
trust administered by a board of trus- 
tees of which Raymond F. Leinen, vice- 
president of the Lincoln-Alliance Bank 
and Trust Company of Rochester, is 
chairman. 

The system calls for contributions by 
the employees of 4 per cent. of their 
salaries and contributions by the em- 
ploying bank of approximately 5 per 
cent. of payroll. It provides pensions 
at age 65, death benefits in the event 
of death prior to reaching that age and 
the return of contributions to employees 
inthe event that their service in the 
bank is terminated. In addition, em- 
ployees are protected against the risk 
of total and permanent disability after 
ten years of service. 

It is expected that the system will 
commence operations on January 1 of 
next year. 

Through the Aetna Insurance Com- 
pany the Washington Bankers Associa- 
tion is organizing a similar retirement 
insurance plan for which over 100 
bank employees in that state have al- 
ready signed. The plan is particularly 
designed for the small banks of the 
state with less than 25 employees. Such 
banks would otherwise be unable to 
secure blanket old age retirement cover- 
age of this kind. 


qA retirement pension plan to make 
certain that all employees “may be sure 
of reasonably adequate incomes on and 
after retirement from active work” has 
been adopted by the Denver National 
Bank, Denver, Colorado. 

In announcing the new arrangement, 
Roblin H. Davis, president of the finan- 
cial institution, disclosed that it would 
be administered by the Prudential In- 
surance Company of America. 

“The plan,” he said, “contemplates 
identical treatment of every employee, 
regardless of position or rank and is co- 
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operative in its essential features, Every- 
one will contribute a percentage of his 
salary toward the purchase of this re- 
tirement income, and the bank will 
make whatever additional contributions 
‘are necessary to complete the required 
payments, 

“In addition to this, the bank itself 
is paying a substantial sum to create 
an additional retirement income for past 
services.” 


Public Relations 


q{ Leading bankers gathered in Chicago 
last month for the meeting of the As- 
sociation of Reserve City Bankers agreed 
that it was time for them’ to do an 
“about face” in their attitude toward 
the public. It is time, they feel, that 
bankers explain to the public that they 
are willing to make any loans consist- 
ent with good banking policy and that 
the only reason for idle funds is a lack 
of worthy borrowers. About 250 bank- 
ers including Jesse H. Jones of the RFC 


attended the sessions. 


Safe Deposits 


q The revenue from safe deposit box 
taxes declined $5000 in September in 
comparison with the same month a year 
ago, according to figures released by 
the Bureau of Internal Revenue. Total 
income from this source in September 
amounted to $145,559. 


Savings 


q A gain of $25,472,435 in the deposits 
of the mutual savings banks of the State 
of New York for the three months’ 
period ended September 30 is reported 
by the Savings Banks Association. The 
total figure for deposits now stands at 
$5,361,794,941. The number of open 
accounts on September 30 was 5,907.- 
013, showing practically no change 
during the last quarter. 

A new high for deposits of New Jer- 
sey savings banks, $314,431,237, has 
been reached, according to a statement 
given out by Benjamin Fairbanks, 
president of the New Jersey Savings . 
Banks Association and president of the 
United States Savings Bank of Newark. 


THE BANKERS MAGAZINE for November, 1938 





This figure. represents an increase on 
September 30. of $1,842,514 over the 
figure for January 1, 1938. The num- 
ber. of depositors, 575,625, also repre- 
sented an increase to a new peak. 

Figures released: by the Maine State 
Banking Department also show an up- 
ward trend for the savings banks of that 
state. Total resources are now above 
$145,000,000, the highest figure ever 
recorded. The gain for the last six 
months was nearly one million dollars, 
according to Harry M. Nelson, execu- 
tive manager of the Savings Banks As- 
sociation of Maine. 


Savings bank life insurance, for 
which legislation was recently provided 
in New York State, is apparently go- 
ing over with a bang. Despite the fact 
that the new insurance law will not go 
into effect until January 1, a number of 
banks have already applied to the State 
Insurance Department for permission to 
issue policies and many requests have 
been received from individuals inter- 
ested in taking out the new insurance. 

According to an announcement issued 
by Deputy Superintendent of Insurance 
Paul Taylor, one family of five has an- 
nounced its intention of forming a line 
outside the neighborhood savings bank 
on the first business day of the new 
year in order to be the first in the state 
to subscribe to the new type of insur- 
ance. 


In the meantime, the savings bank 
insurance idea seems to be spreading. 
With two states now on the list, Massa- 
chusetts and New York, a third is 


considering following suit. Sale of in- 
surance by savings banks was advocated 
in the platform announced at the re- 
cent Rhode Island Democratic State 
Convention. 


{Following the national trend, two 
Bridgeport, Conn., banks, the Bridge- 
port-City Trust Company and the First 
National Bank and Trust Company, 
have cut their interest rate on savings 
deposits to 114 -per cent., effective Oc- 
tober 1. This, says Bridgeport bank- 
ers, is the lowest rate paid in the city 
in their memory. A number of other 
Bridgeport banks are still paying 2 per 
cent. 
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-G A slight.decline in Christmas Savings 
Club. totals as compared with a year 
ago is reported by Milwaukee _ banks. 
It_is estimated that this year. $1,766,500 
will be distributed to 37,972 accounts 
as against $1,795,135 to 40,921 accounts 
in 1937, Business recession in the early 
months of the year is given as the prob- 
able cause of the decline. 


| A gain of 17,057 new accounts is an- 
nounced by the Union Square Savings 
Bank of New York City as the result 
of an advertising campaign embracing 
outdoor posters, newspapers, bus cards 
and direct mail.. The campaign has 
covered a period of a little more than 
two years. Harry D. Adair is the ac- 
count executive. 


€{|The School Department of the East 
River Savings Bank, New York, re- 
cently made a study of 811 school ac- 
counts transferred to regular accounts 
over a three-year period. It indicates 
that school accounts are good source 
material for potential depositors in 
regular accounts. It is believed to 
demonstrate that the thrift habit, once 
planted through school savings, can be 
successfully cultivated. 

Of the accounts studied, 185 were 
transferred to existing accounts in the 
name of the school child (many parents 
ask to have a child’s account transferred 
to a regular account when the amount 
on deposit seems excessive). The 185 
items represented a total of nearly 
$14,000. 

New accounts totaling 626 were 
opened from transferred school ac- 
counts, These included the entire bal- 
ance of some of the school accounts. 
Others represented only partial with- 
drawals from school accounts. The 626 
accounts carried over a balance of $92,- 
526.11. ; 

Of the 811 accounts transferred their 
total balance of - $106,224.30 was ~ac- 
cepted in good faith as a fund that 
would remain with the bank and be 
increased from time to time. 

At the end of the three-year study, it 
was determined that 726 of the 811 ac- 
counts were still open and active. They 
totaled a balance of $139,978.77 or a 
gain of $33,754.47. This evidence seems 
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to point out that school accounts trans- 
ferred to regular accounts are fairly 
permanent, at least as permanent, if 
not more so than regular savings ac- 
counts. 


Service Charges 


More than 300 Ohio banks are using 
some form of metered service charge 
on checking accounts according to a 
survey by the Ohio Bankers Associa- 
tion. Of the 304 banks reporting some 
sort of measured charge none indicated 
lack of satisfaction with the operation 
of the system. Sixty additional banks 
reported that they were considering the 
installation of such charges. The old 
flat service charge seems to be dis- 
appearing according to the survey. 


Small Loans 


q Plans for a new approach to the 
small loan market have been announced 
by the Cleveland Trust Company, 
Cleveland, Ohio. The plans call for a 
stimulation of retail trade by extending 
the bank’s credit facilities to include 
personal loans and the financing on a 
time payment basis of certain types. of 
merchandise. Directors of the bank 
have already approved the. plan and if 
the stockholders agree the new. service 
will be put into operation before Janu- 
ary 1. Merchandise covered by the 
plan includes automobiles and house- 
hold furnishings. The company, which 
is the first in Cleveland to undertake 
consumer purchase financing, will con- 
tinue to make modernization loans un- 
der Title I of the National Housing 
Act, but will use the new department as 
a means of assuring the continuance of 
this service to customers after the ex- 
piration of the present plan next year. 


@ That the bank which does not operate 
a personal loan department is missing 
a very profitable source of business was 
the contention made by J. P. Houston. 
cashier of Wood & Houston Bank of 
Marshall, Mo., in an address before 
Group II of the Missouri Bankers As- 
sociation on October 7. Said Mr. 
Houston: 
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“We have approximately $1,750,000 
deposits, about $800,000 in loans, and 
are doing business in a county seat 
town with a population of 8500. . . . 
It has not been necessary for us to em- 
ploy additional help to operate this de- 
partment, and the original cost of 
all the equipment, such as application 
blanks, notes, pass books, files, etc., did 
not exceed $75. 

“We make installment loans to 
salaried people or to people who have 
a regular monthly income. Most of 
these loans are made to consolidate sey- 
eral outstanding accounts; or to pay 
taxes on homes; for doctor and hospital 
bills; purchasing and refinancing motor 
cars; to school teachers to enable them 
to attend summer school.” 


q Using the slogan “Bank credit for 
the individual through every office of 
the Ohio National Bank,” the Ohio Na- 
tional, central institution of the Bance- 
Ohio Corporation, is employing exten- 
sive newspaper advertising to stimulate 
its small loan business. “Bancplan 
Personalized Loans,” as the service is 
called, are outlined as covering auto- 
mobile purchase loans, automobile col- 
lateral loans, character loans, collateral 
loans, FHA property improvement 
loans, and mortgage loans. Advertising 
emphasizes the fact that it is not neces- 
sary to be a regular customer of the 
bank to qualify for a “Bancplan” loan. 


q “Credit Coérdinators” will be avail- 
able in each of nearly 400 Personal 
Finance Companies in 28 states to ad- 
vise ‘local merchants on_ instalment 
credit problems and on cash credit, ac- 
cording to a statement made August 29 
by Charles H. Watts, president of Bene- 
ficial Industrial Loan Corporation and 
its subsidiary Personal Finance Com- 
panies, following a meeting of Personal 
Finance Company managers held at the 
Hotel Commodore, New York City. 
“For nearly twenty years,” Mr. 
Watts said, “the Personal Finance Com- 
panies have been engaged in financing 
the consumer and in granting ¢ 
credit to families. The mainspring of 
our service has been, family budget ad- 
justment, lending money to consolidate 
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debts, and otherwise providing cash for 
necessities and constructive use. 

“We have found that while we can 
provide a great number of wage-earners 
who are regularly employed with cash- 
credit services, there are approximately 
30 per cent. of the families who apply 
for loans whom we cannot service. A 
loan in these cases would not be con- 
structive in its effect and would serve 
only to involve the family in further 
debt or financial difficulty. Of the 
loans which we make, by far the greater 
majority are paid promptly, justifying 
our policy of granting credit to the 
wage-earner. In nearly every case, how- 
ever, where our clients are unable to 
repay, we have found through investi- 
gations of our social service workers 
that their failure to pay is due to over- 
extension of credit in other directions. 
This makes it seem clear that budgeting 
the family is not enough, and that com- 
modity credit granting must be better 
understood. 


“Under the new service which we are 
inaugurating in all of the. Personal 
Finance Companies, consultation and 
the full benefit of the credit experience 
and judgment of the entire system of 
Personal Finance Companies all over 
the country will be available to local 
merchants upon request.” 


Greatly increased business and a de- 
sire to better serve their many custom- 
ers have necessitated a sizeable addi- 
tion to the personal loan department of 
the First National Bank of Palm Beach, 
Palm Beach, Florida, according to 
R. E. Conn, cashier. The new quarters, 
with an area of 500 square feet, pro- 
vide two private offices, tellers’ cages, 
modern bookkeeping equipment and a 
waiting room with lounge and writing 
desks for the convenience of customers. 

Regarding the success of the depart- 
ment Mr. Conn says: 

“We are quite pleased with our per- 
sonal loan department both as to good 
will and profits it has created ‘since its 
installation on November 1, 1937. We 
have accommodated over 2000 people 
of Palm Beach County and have loaned 
a total of $487,034 to date, the average 
loan being for '$243.”. ° 
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Savings and Loans, official journal of 
the United States Building and Loan 
League, published in October the fol- 
lowing description of an. advertising 
gadget that has met with unusual cus- 
tomer interest: 

“Man is so constituted that any little 
object which moves intrigues him. This 
human trait has been used as the basis 
of a unique advertising medium by an 
enterprising association, The First Fed- 
eral Savings and Loan Association of 
Chicago. 

“By placing in one heavy card open- 
ings or windows and then fastening be- 
hind this card on a center axis a circu- 
lar card of figures placed in concentric 
circles, the association has devised a 
scale by which certain facts are placed 
before their prospect in a clear and 
concise manner. Based upon the major 
facts which a prospect wishes to know, 
these gadgets or wheels are provided for 
both loan and savings accounts. 

“A turn of the wheel on the loan 
account: shows that with an income of 
$2,500 per year, the normal investment 
in'a home is $7,500, that the normal 
home loan is $5,000, and that a 
monthly payment of $54.25 will wipe 
out the indebtedness in ten years, or 
$40.85 per month, in 15 years, while 
the normal monthly expense for shelter, 
based on this annual income, would be 
about $70. Schedules are given for 
salaries from $1,500 to $5,000 per 
year. 

“The savings wheel tells how much 
must be put aside each month so as to 
accumulate various sums in given num- 
bers of years. 

“Observation has proved that these 
rather novel advertising media are 
pocketed by the prospect and that is 
what is most desired—something which 
he will carry with him and study over, 
for while he is perusing this gadget. 
the association name is before him at 
a time when he is in a respective mood.” 


Trust Department 


@ Courts and state legislatures ‘have 
shown that they are ready to recognize 
the need of adequate trust service fees, 
but it is first the duty of the trust de- 
partments to be able to prove by costs 
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that existing fees are inadequate, accord- 
ing to Henry A. Theis, vice-president 
of the Guaranty Trust Company of New 
York. Mr.’ Theis in addressing the 
Mid-Year Conference of the New Jersey 
Bankers Association pointed out that 
before attempting to increase the fees 
charged trust companies should have 
available detailed cost data based on 
modern cost accounting analysis. 


Unclaimed Deposits 


q An attempt to locate the owners of 
$3,000,000 in unclaimed bank deposits 
in New York State is being made by 
the State Department of Audit and Con- 
trol. According to Morris S. Tremaine, 
State Comptroller, these deposits, made 
more than 20 years ago, must be ad- 
vertised in the New York State Bulletin, 
published by the Secretary of State, be- 
fore they may be declared forfeited. 
The first installment of the bulletin, 
just completed, carries the names of 
6000 owners of approximately $430,- 
000. Much of the money is in the form 
of dollar equivalents of foreign cur- 
rencies. 


Women in Banking 


4{Miss Mary Vail Andress, assistant 
cashier and only woman officer of the 
Chase National Bank of New York, was 
the principal speaker at a joint din- 
ner meeting of Trenton, New Jersey, 
women’s clubs, and she was invited by 
Mrs. Mary G. Roebling, president of 
the Trenton Trust Company, one of the 
few woman bank presidents in the coun- 
try. The dinner meeting was held in 
celebration ‘of National Business 


Women’s Week, October 13. 


Mrs. Roebling is scheduled to speak 
at the coming convention of the Asso- 
ciation of Bank Women to be held in 
Houston, Texas. She is one of three 
women bank presidents who will par- 
ticipate in the convention forum, which 
has as its topic: Financing the Ameri- 


can Family. Returning recently fr 
war threatened Europe, Mrs. Roebling 
was quoted as saying to ship news 
porters: “I started for home two wee 
before I intended when it appeared tha 
Hitler was going to plunge the wo 
into another war. I have a lot 
jumbled impressions of Europe that 
still have to sort out of my mind, bu 
[ will say that if I had been a giraffe 
I'd have kissed the Statue of Libe 
when she loomed up in the bay.” D 
ing her trip she visited Geneva as the 
representative of New Jersey women’ 
organizations at the sessions of the In 
ternational Federation of Wo 
Lawyers. 


Convention Dates 
GENERAL 


November 10-11—National Association 
of Supervisors of State Banks. 
Springs, Ark. 4 

November 14-16—National Associatie 
of Bank Auditors and Comptrollers 
Houston, Texas. ‘ 

November 14-17—American Banker 
Association. Rice Hotel, Houston 
Texas. 4 

November 14-17—Association of Bank 
Women. Houston, Texas. q 


STATE AND SECTIONAL 


November 11-12—Arizona Bankers 
Association. Westward Ho Hotely 
Phoenix. 3 

1939 


January 25-27—Louisiana Bankers Asso 
ciation. Conference at Louisiana 
State University, Baton Rouge, La. = 

January 28—New Jersey State Safe De 
posit Association. Newark Athletit 
Club, Newark, N. J. 4 

May 3-4—Indiana Bankers Association: 
Claypool Hotel, Indianapolis, Ind. ~ 

May 14-19—Virginia Bankers Associa: 
tion. ‘Bermuda cruise on S. S. Queen 
of Bermuda. : 

June 5-9—American Institute of Be 
ing. Grand Rapids, Michigan. 
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